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Multifilter: 

A  low-tar  cigarette  with  a  tobaccoman's  kind  of  flavor. 


TWO  MODERN 
FILTER  TECHNIQUES 

Fresh-Air  System: 
acetate  fibers  reduce  tar,  while 
fresh-air  injection  surrounds 
and  freshens  flavor. 


Multifilter 


'^Activated  Charcoal  Granules: 
'^highly  adsorbent  of 
selected  gases  (o  smooth 
out  flavor.  v' 


Consider  it 


Regular:  15  mg!'tar;'1.0  mg.  nicotine-Menthol:  12  mgl'tar!'. 9  mg.  nicotine  av,  per  cigarette,  FTC  Report  Nov!70 


Who  would  sign  the 
Declaration  of  Independence  today? 


Unless  it  had  been  signed,  there  would  be  no  United  States  today. 
And  no  such  high  wages  as  Americans  enjoy  —  the  highest  on  earth. 
And  no  such  high  standard  of  living,  which  Americans  generously 
share  with  the  poor  of  the  world. 

But  the  men  who  signed  it  put  their  hves  and  every  penny  they 
owned  on  the  line,  and  many  of  them  lost  their  fortunes,  their 
homes,  their  businesses  or  jobs  as  a  result.  But  they  signed. 

How  many  Americans  would  do  as  much  for  the  long-range 
future  of  their  country  today? 

Would  you? 


Greater  operating  ranges  make  the  new  H-900A  and 
700A  Warner  &  Swasey  hydraulic  backhoes  more 
productive  for  today’s  bigger  jobs. 


THE  WARNER  &  SWASEY  COMPANY 

Corporate  Offices 
11000  Cedar  Avenue 
Cleveland,  Ohio  44106 


PRODUCTIVITY  EQUIPMENT  AND  SYSTEMS  IN  MACHINE  TOOLS, TEXTILE  AND  CONSTRUCTION  MACHINERY 


We  belieye  the 
world  altitude 
record  for  a 
Land  Rover  is 
the  top  of  the 
temple  steps  in 
Jiachan3bet 
(15^70  feet). 

If  your  Land  Rover  has 
topped  this  ^ilifts  not 
counted)  please  write: 

Land  Rover! 

British  Leyland  Motors  Inc. 
Leonia,  New  Jersey  07605 

STANDARD  EQUIPMENT:  4  forward 
speeds  and  reverse,  and  2-speed  trans¬ 
fer  box,  equals  8  forward ,  2  re  verse .  Four 
wheel  drive.  Full  length  metal  top.  Body 
of  non-corroding  aluminum  alloy  with 
sliding  side  windows,  security  catches, 
door  locks.  Side-hinged  rear  door,  exter¬ 
nal  locking  handle.  Seats  for  seven. 
Windshield  ventilators.  Dual  braking 
system.  Windshield  washers.  Back-up 
lights.  Fresh  air  heater  and  defrosters. 
SUGGESTED  RETAIL  PRICE:  $4100 
East  Coast  P.O.E.,  not  including  inland 
freight,  dealer  preparation,  state  and 
local  taxes. 

OPTIONS:  So  many  they  are  best  gone 
into  with  a  Land  Rover  dealer. 


Copyright  ©  1971,  by  U.S.  News  &  World  Report,  Inc.,  2300  N  Street,  N.W.,  Wash¬ 
ington,  D.C.  20037,  for  entire  contents  of  this  publication.  All  rights  reserved. 
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Washington  Whispers 


[Items  appearing  on  this  page  are  being  talked  about  in  Washington  or  other  news  centers] 


What  LBJ  Wanted  Declassified  . . .  Wage-Price 
Restraints  Ahead? . . .  Drug  Problem  Hits  Europe 


Lyndon  B.  Johnson  refused  to  make 
any  public  statements  about  the 
“leaked”  Pentagon  Papers  on  Viet¬ 
nam,  and  he  has  let  it  be  known  that 
in  most  instances  the  views  attributed 
to  “alleged  friends”  of  his,  and  “per¬ 
sons  close  to  President  Johnson,”  etc., 
actually  represent  the  views  of  the 
newsmen  who  wrote  the  stories. 

★  ★  ★ 

Reports  that  LBJ,  in  retirement,  tried 
and  failed  to  have  certain  Vietnam 
documents  declassified  are  wrong.  The 
former  President  did,  in  fact,  ask  in 
vain  for  the  secrecy  label  to  be  re¬ 
moved  from  several  papers,  but  they 
all  related  to  the  revolt  in  the  Domin¬ 
ican  Republic  in  1965. 

-k  k  if 

One  of  the  quips  making  the  rounds 
in  Washington  is  that  so  many  copies 
of  those  Pentagon  Papers  were  being 
run  off  at  one  point  that  the  dupli¬ 
cating  machines  broke  down. 

★  ★  ★ 

Former  astronaut  John  Glenn  and 
Ohio  Governor  John  J.  Gilligan  have 
both  denied  that  there  is  any  rift  be¬ 
tween  them.  They  dismissed  as  “to¬ 
tally  incorrect”  a  report  on  this  page 
that  Governor  Gilligan  was  upset 
over  a  delay  in  recommendations  of 
an  antipollution  commission  led  by 
Colonel  Glenn.  The  exhaustive  report 
actually  was  completed  in  advance  of 
the  deadline  set  for  it.  And  the  two 
men  are  co-operating  in  a  Democratic 
fund-raising  drive. 

★  ★  ★ 

An  indication  of  Treasury  Secretary 
John  Connally’s  influence  in  economic 
policy  is  seen  in  the  fact  that  regular 
meetings  of  the  “troika” — composed 
of  the  Treasury  Secretary,  the  Chair¬ 
man  of  the  Council  of  Economic  Ad¬ 
visers  and  the  head  of  the  Office  of 


Management  and  Budget — are  now 
held  in  the  Treasury  Department.  Be¬ 
fore  Mr.  Connally  joined  the  Cabinet, 
the  group  met  in  a  private  Washing¬ 
ton  club  to  which  Council  Chairman 
Paul  W.  McCracken  belongs. 

★  ★  ★ 

Tongues  started  wagging  in  Washing¬ 
ton  when  the  name  of  former  Treas¬ 
ury  Secretary  David  Kennedy,  who 
left  that  post  to  become  President 
Nixon’s  top  ambassador  for  inter¬ 
national  trade  and  financial  affairs, 
was  dropped  from  the  current  “Con¬ 
gressional  Directory” — the  official  ros¬ 
ter  of  top  men  in  Government.  It  now 
turns  out  that  the  omission  was  an 
oversight.  Mr.  Kennedy  has  just 
headed  the  U.  S.  delegation  to  a  tex¬ 
tile-agreement  conference  in  Asia. 

★  ★  ★ 

This  is  the  assessment  of  a  French 
diplomat :  “Neither  Peking  nor  Hanoi 
will  ever  accept  the  stationing  of  even 
token  U.  S.  forces  in  South  Vietnam. 
If  Mr.  Nixon  intends  to  keep  even  as 
few  as  20,000  soldiers  in  the  South, 
there  will  be  no  agreements  on  the 
part  of  the  Communists.” 

★  ★  ★ 

South  Vietnamese  pilots  now  are  fly¬ 
ing  twice  as  many  missions  as  U.  S. 
pilots  in  the  Vietnam  war.  But  the 
Americans  still  man  about  60  per  cent 
of  the  missions  in  Cambodia  and  prac¬ 
tically  all  flights  over  Laos. 

★  ★  ★ 

The  pressure  from  consumers,  unions 
and  politicians  for  wage-price  controls 
is  becoming  “almost  irresistible,”  ac¬ 
cording  to  one  knowledgeable  Gov¬ 
ernment  official.  He  is  of  the  opinion 
Mr.  Nixon  will  have  to  do  something 
— probably  not  a  broad  wage-price 
freeze,  which  the  President  opposes, 
but  possibly  a  move  to  extend  “volun¬ 


tary”  controls  of  the  kind  evoked  for 
the  construction  industry  to  other 
selected  industries — as  a  gesture  to 
try  to  keep  everybody  happy. 

★  ★  ★ 

The  drug-abuse  problem,  a  prime  con¬ 
cern  in  the  U.  S.,  is  now  hitting  Eu¬ 
rope  with  a  bang.  In  West  Germany, 
for  example,  drug-related  crimes — 
including  possession  and  peddling — 
jumped  250  per  cent  in  the  past  year. 

★  ★  ★ 

Representative  John  Conyers,  Jr. 
(Dem.),  of  Michigan,  who  is  an  active 
member  of  the  “black  caucus”  in 
Congress,  claims  that  many  Negroes 
in  Chicago  are  leaving  the  Democratic 
Party  because  of  their  dissatisfaction 
with  Mayor  Richard  Daley. 

★  ★  ★ 

Defenders  of  Speaker  Carl  Albert’s 
leadership  in  the  House  say,  in  the 
words  of  one,  that  criticism  of  him 
“has  come  largely  from  about  20  peo¬ 
ple  who  are  more  interested  in  head¬ 
lines  than  in  results.”  They  add: 
“Carl’s  trouble  is  that  he  lets  too 
many  people  impose  on  him.” 

★  ★  ★ 

Many  members  of  Congress  are  hear¬ 
ing  reports  that  most  passenger  trains 
operated  by  the  new  Amtrak  system 
provide  slower  service  over  identical 
routes  than  did  trains  in  1941. 

★  ★  ★ 

The  National  Academy  of  Sciences, 
increasingly  involved  in  social  sciences, 
is  considering  a  recommendation  that 
the  certification  of  construction- trades 
journeymen  be  taken  away  from  un¬ 
ions  and  turned  over  to  government 
trade  schools  and  other  educational 
institutions.  Objective:  to  increase  em¬ 
ployment  of  minority  groups  in  this 
high-paying  field. 
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Catastrophe  27 

Code  name  for  a  tornado. 

The  one  that  came  slamming  through  the  heart  of  Oklahoma 
City  at  three  o'clock  one  morning.  Came  barreling  through  the  court  of 

a  new  220-room  motel  and  restaurant,  one  of  our 
clients.  Tearing  out  windows,  doors,  ripping  up 
furniture,  smashing  china,  mirrors  and  glassware. 

The  Hartford  claims  man  was  there  three 
hours  after  the  tornado  was  gone. 

The  motel  had  to  be  ready  for  a  convention 
booked  for  the  end  of  the  month.  So  The  Hartford 
helped  line  up  upholsterers,  painters  and  suppliers. 

By  the  end  of  the  first  week  the  restaurant 
was  operating  again.  By  the  end  of  the  month,  the  motel  was  handling 
the  convention— thanks  in  part  to  a  $50,000  advance  payment  made 
by  The  Hartford. 

With  3500  claims  people  who  know  the  needs  of  just  about 
any  business,  with  more  than  300  claims  offices  on  the  spot  across  the 
country,  with  a  home  office  noted  for  its  unusual  speed  and  for  its 
understanding,  The  Hartford  can  take  a  lot  of  the  trouble  out  of  a 
catastrophe.  Quickly.  It's  a  point  worth  noting  when  you  sit  down 
with  your  agent  or  broker. 

We  want  to  keep  your  business  in  business. 


Insurance  by 

THE  HARTFORD 

The  Hartford  Insurance  Group,  Hartford,  Connecticut. 
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Peefaratico  Of 
Oil  toitepeiMteiit 

by 

Julian  P.Van  Winkle,  Jr. 

President 

Old  Fitzgerald 
Distillery 

Louisville,  Kentucky 

Established  1849 


Maybe  it’s  due  to  leftover  4th 
of  July  spirit.  But  in  the  last 
few  weel^  I’ve  thought  more 
and  more  about  an  advertise¬ 
ment  I  read  some  time  ago,  that 
was  titled  “  Decleiration  Of  An 
Independent”. 

It  was  a  credo  for  the  small, 
family-owned,  independent 
company — and  today  there 
aren’t  many  of  us  alive  and 
kicking. 

In  the  Bourbon  field  ours  is 
probably  the  only  distillery  of 
significance  still  privately  owned 
and  operated.  No  absentee  land¬ 
lords.  No  outside  stockholders. 
No  part-time  executives.  None 
required. 

We  still  follow  our  own  wis¬ 
dom  and  judgment  as  well  as 
our  own  Sour  Mash  recipes. 
We  age  our  whiskies  in  our  own 
warehouses.  Distill  and  bottle 
them  under  our  own  name.  All 
on  our  own  plot  of  land. 

A  sign  at  the  entrance  to  our 
grounds  sums  up  a  family  tradi¬ 
tion  of  122  years: 

“We  make  Fine  Bourbon. 

At  a  profit  if  we  can. 

At  a  loss  if  we  must. 

But  always  Fine  Bourbon.” 
Imagine  trying  to  explain  that 
to  a  board  of  directors  or  a  group 
of  those  automation  boys! 

Our  slow,  costly,  old-fashioned 
methods  just  don’t  jibe  with 
“modern”  ideas.  But  I  have  yet 
to  meet  the  modernist  who  didn’t 
heartily  approve  of  them — after 
one  taste  of  Old  Fitzgerald. 

I  invite  you  to  try  the  mellow 
flavor  and  old-time  character  of 
Old  Fitz.  See  if  you  don’t  agree 
with  our  independent  thinking. 

And  if  summer  travels  bring 
you  to  the  Bluegrass  country 
around  Louisville,  I  would  like 
you  to  visit  America’s  oldest 
family  distillery  and  see  what 
makes  Old  Fitzgerald  the 
most  expensively  made  Bourbon 
in  Kentucky  .  .  .  and  probably 
in  the  world.  The  proprietors 
will  be  on  hand  to  welcome  you. 


Kentucky  Straight  Bourbon 
100  Proof  or  Prime  Straight  86.8 

Made  in  U.S.A. 


L 
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NATION'S 

Tomorrow 

A 

LOOK 

CAPITAL 

AHEAD 

2300  N  Street,  N.W. 
Washington,  D.C.  20037 


July  1 — a  milestone  of  sorts,  middle  of  1971,  start  of  a  new  business  year 
for  the  Government — finds  the  country  turning  in  this  direction... 

Course  of  the  economy  the  rest  of  1971  now  seems  set  for  slow  recovery. 

1972  will  be  better.  Analysts  agree  on  that. 

From  a  study  under  way  by  the  Economic  Unit  of  "U.S.  News  &  World  Report"; 

Pace  of  business  should  rise  more  slowly  during  July-Sept ember  than  during 
the  previous  three  months.  Up ,  but  not  as  fast.  Tightening  in  interest  rates 
usually  is  a  dampener.  Also,  many  companies  will  play  it  close  to  the  vest 
until  they  see  how  much  the  concern  over  a  steel  strike  disrupts  things. 

Poststrike — October-through-December  quarter — growth  figures  to  speed  up. 

"Quickie"  tax  cut,  if  it  happens,  may  not  change  that  timetable  by  much. 

A  year  from  now — mid-1972 — prospects  are  that  total  output  of  goods  and 
services  will  be  running  about  4.5  per  cent  above  today,  not  counting  inflation. 

Construction  will  be  expanding,  though  at  a  slower  pace  than  recently. 

People  are  likely  to  be  spending  more.  But  signs  of  a  super  buying  boom 
haven't  emerged  yet.  Auto  production  appears  likely  to  increase  modestly. 

So  you  see  where  this  points: 

Unemployment  doesn't  look  as  if  it  will  drop  very  fast--maybe  to  5.2  per 
cent  of  the  work  force  by  next  June,  compared  v/ith  6.2  per  cent  at  latest  count. 

Inflation  will  continue  as  a  daily  crisis  for  homemakers  and  businessmen. 

Washington  probably  will  not  reach  its  goal  of  1.065  trillion  dollars  of 
gross  national  product  this  year.  A  miss  of  10  billion  would  cut  federal  tax 
income  by  2  to  3  billion;  statehouses,  city  halls  would  get  about  1  billion  less 
in  taxes;  some  900,000  fewer  jobs  would  be  created  than  otherwise. 

President  Nixon,  in  this  case,  is  being  tempted  to  consider  an  early  tax 
cut — as  well  as  fatter  spending.  What  would  help  also  would  be  a  clear-cut  end 
to  the  Vietnam  war  for  Americans — a  psychological  tonic . 

Pattern  of  the  stock  market's  ups  and  downs  suggests  investors  probably 
will  want  to  play  it  cool  for  a  bit  longer,  at  least. 

Setbacks  in  stock  prices  during  early  stages  of  six  bull  markets  since 
World  War  II  have  averaged  about  50  per  cent  of  the  previous  climb.  If  that 
history  holds  for  the  latest  sinking  spell,  shares  might  drop  below  800,  as 
measured  by  the  Dow  Jones  industrial-stock  index. 

(over) 

Written  for  the  issue  of  July  5,  1971,  Volume  LXXi— No.  1 
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NEWSGRAM— TOMORROW—  (Continued) 


You  don't  want  to  lose  sight  of  one  thing  in  the  hubbub  over  that  Pentagon 
report  on  the  build-up  of  the  Vietnam  war; 

Impact  on  future  U.S.  war  policy  will  be  zero .  Mr.  Nixon's  course  is  set. 

The  report  gives  one  incomplete  view  of  history.  As  for  the  future . . . 

U.S.  forces  are  to  be  withdrawn  from  Southeast  Asia  on  this  official 
schedule ;  about  14,300  a  month  through  next  November.  At  that  point,  American 
troops  in  Vietnam  are  to  total  184,000  or  less.  Total  as  of  May  was  284,000. 

A  new  withdrawal  announcement  is  promised  by  the  President  for  November  15. 

Draft  calls  are  dwindling.  July-August  inductions  have  just  been  set  at 
16,000  total.  Monthly  ceiling  for  rest  of  1971  is  10,000.  Next  year — fewer. 

Spending  on  Vietnam  fighting  is  planned  to  shrink  again  in  the  year  ahead. 

And,  in  case  there  is  any  doubt,  the  Senate's  vote  June  22  for  an  eventual 
limit  on  Vietnam  fighting  shows  the  temper  of  the  country.  People  clearly  have 
grown  tired  of  the  war.  Mr.  Nixon  realizes  this. 

Direction  of  U.S.  policy  on  Vietnam  fighting  is  for  getting  out,  no  matter 
what  happens  in  the  squabble  over  the  Pentagon's  papers. 

Beyond  Vietnam,  there  is  lots  of  high-up  talk  at  the  White  House  about 
shifting  emphasis  from  global  military  problems  to  global  economic  concerns. 

Mr.  Nixon's  advisers  on  international  trade,  investments,  the  dollar's 
strength  abroad  are  said  to  be  in  line  for  more  attention.  Initiation  of 
Britain  into  the  Common  Market,  when  it  happens,  will  accelerate  the  trend. 

Next  job  for  Congress  is  to  provide  the  money  to  run  the  Government. 

That  is  seen  as  urgent.  Congress  used  to  pass  most  if  not  all  of  its 
appropriation  bills  before  the  start  of  a  fiscal  year.  But  no  more. 

By  July  1,  start  of  fiscal  1972,  there  is  little  likelihood  that  a  single 
regular  appropriation  bill  will  have  passed  Congress. 

Money  headaches  are  to  continue  to  plague  States ,  too,  in  the  next  year. 

State  governments  plan  to  spend  102  billions  in  the  year  starting  July  1, 
an  increase  of  11.8  per  cent,  a  federal  survey  shows. 

Income ?  96  billions  forecast.  Deficit ?  6  billions. 

Washington  is  set  to  provide  27  per  cent  of  States'  revenue  this  coming 
year.  Mr.  Nixon's  men  can  be  counted  on  to  use  the  deficit  figures  as  an 
argument  for  Congress  to  agree  to  share  more  of  the  take  from  federal  taxes 
with  the  States.  Year  ahead  may  decide  the  fate  of  that. 

At  midyear,  too,  a  feeling  seems  to  be  spreading  that  problems  associated 
with  youth  are  beginning  to  work  themselves  out.  Biggest  worry  is  jobs. 

Campuses ,  it  is  noted,  kept  remarkably  free  of  disruption  this  past  spring. 

The  "drug  scene"  also  is  showing  signs  of  becoming  more  manageable. 

Rehabilitation  plans  for  addicts  will  take  much  time  and  money,  but... 

One  new  indication  that  young  people  may  be  shying  from  drugs  comes  from  a 
Michigan  State  University  survey  in  three  small  cities.  Less  than  5  per  cent  of 
4,200  high-school  and  junior-high  students  had  used  marijuana  more  than  eight 
times.  Only  13  per  cent  had  tried  even  once.  A  Harvard  expert  sees  evidence 
"pot"  smoking  will  drop  sharply  in  the  next  two  years. 

With  drugs,  as  in  business  and  war,  midyear  optimism  appears  on  the  rise. 
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CUSS  A 
ClGArtflTiS 


Viceroy  gives  you  oil  the  taste,  all  the  time 


Warning:  The  Surgeon  General  Has  Determined 
That  Cigarette  Smoking  Is  Dangerous  to  Your  Health 


1971.  BROWN  &  WILLIAMSON  TOBACCO  CORK 


TheyVe  looked  at 
others.  But  this  one's 
for  them. 

Already  they're 
slicing  through  the 
surf.  And  running 
with  the  wind. 

Their  cigarette? 
Viceroy.  They  won't 
settle  for  less. 

Its  a  matter  of  | 
taste.  ' 


VICEROY 


®*«ettes 


You’d  never  floor  it  on  a  winding 
stretch  of  mountain  road.  Or  buck  heavy 
traffic  by  racing  along  the  shoulder  of 
an  expressway. 

But  state  troopers  sometimes  have 
to.  They  sometimes  have  to  push 
themselves  beyond  the  limits  of  normal 
driving  in  the  line  of  duty. 

For  that  kind  of  driving  troopers 
want  the  safest  tire  they  can  get.  That  tire 
is  the  B.F.  Goodrich  Lifesaver  Radial. 

It’s  the  safest,  strongest  tire  BFG 
has  ever  made.  The  first  tire  we  can 
guarantee  for  40,000  miles. 

Because  it’s  a  radial,  it  can  stop 
quicker  and  handle  better  than  even  our 
own  fiberglass-belted  tire. 

Because  it’s  a  radial,  made  with 
Dynacor®  Rayon  Cord,  it  gives  a 
smoother  highway  ride. 

Because  it’s  a  radial,  it  dehvers 
better  mileage.  Troopers  in  33  states 
are  getting  up  to  30,000  miles.  We 
guarantee  you  at  least  40,000. 

In  normal  driving,  you’ll  get  at  least 
40,000  miles  of  treadwear  from  the 
Lifesaver  Radials  on  your  car.  If  you 
don’t,  take  the  guarantee  back  to  your 
BFG  retailer.  He’ll  give  you  credit 
toward  the  going  trade-in  price  of  new 
ones— for  only  a  small  service  charge. 

The  40,000  mile  Lifesaver  Radial. 
The  tire  your  life  should  be  riding  on. 
Only  at  your  B.F.  Goodrich  retailer. 


BFG. 

THE 

RADIAL  TIRE 
PEOPLE. 
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B.E  Goodrich 


...m 


“Supah! 

Gordon’s  London  Dry  Gin 
makes  a 
smashingly 
brilliant 
martini, 
eh  what?” 


GQRDONIS 

DimiiED 

LohdonDrt 

Gin 

Mllltlll  ISIIUS  l>1>ir  *ii  IT 

«0tKaS  Mr  C»  OMPHT  UMIILO 

1  y 

''Right  you  are! 
Mine's  so  delightful, 

I  think  I  just 
saw  the  olive 
smile  at  me!” 


Gordon’s'. 

Ifs  how  the  English  keep  their  ^  up! 

PRODUCT  OF  U.S.A.  100%  NEUTRAL  SPIRITS  DISTILLED  FROM  GRAIN.  90  PROOF.  GORDON'S  DRV  GIN  CO.,  LTD.,  LINDEN,  N.  J. 

We  proudly  bring  you 
pheasant  under  steel. 


And  beef  bourguignonne,  Hungarian  goulash  and  lobsterNewburg!  In  fact, 
hundreds  of  spicy  and  salty  foods,  which  until  now  couldn’t  be  packaged 
in  easy-open  bi-metallic  cans,  can  be  packaged  in  the  new  all-steel 
tear-off  top  containers.  It’s  the  birth  of  a  market  with  tremendous  growth 
potential  .  .  .  from  hot-food  vending  to  supermarket  sales.  National 
Steel  developed  the  special  steel  needed  for  these  new  cans.  In  fact, 
we’re  the  only  one  who  makes  it— which  gives  us  a  distinct  advantage! 
We’d  like  to  tell  you  our  whole  story,  but  this  one  is  so  new  it  isn’t  even  in 
our  free  book  "If  it’s  not  a  growth  market,  let’s  not  even  talk  about  it.” 
But  send  for  it  anyway.  It’s  exciting  reading.  National  Steel  Corporation, 
Grant  Building,  Pittsburgh,  Pennsylvania  15219. 

NATIONAL  STEEL  CORPORAfiON 
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SPURS  TO 

LAGGING  RECOVERY 


Signs  point  to  a  fresh  strategy  to  speed  prosperity’s  return.  Plans  include 
freer  Government  spending,  many  thousands  of  “public  service"  jobs.  Tax  re¬ 
lief  may  follow.  The  goal  is  a  major  boost  for  sluggish  business. 


The  time  has  come,  in  the  opinion 
of  the  Nixon  Administration,  to  give 
business  another  shot  of  stimulation  to 
try  to  quicken  the  slow-paced  recovery. 

At  this  point,  the  emphasis  is  on  heav¬ 
ier  federal  spending. 

The  word  has  now  been  passed  to 
Government  agencies  to  speed  np  the 
flow  of  money  into  projects  for  trans¬ 
portation,  housing  and  education,  where 
these  funds  can  be  put  to  use  rather 
quickly. 

This  move  follows  swiftly  on  a  de¬ 
cision  at  the  White  House  to  switch 
from  opposition  to  approval  of  a  bill 
in  Congress  to  spend  1.75  billion  dol¬ 
lars  during  the  next  two  years  to  create 
“publie  service”  jobs.  States  and  cities 
are  to  use  this  money  to  hire  as  many  as 
200,000  people  to  do  such  things  as 
clean  streets,  weed  flower  beds  in  pub- 
lie  parks,  supervise  playground  activ¬ 
ities,  and  help  in  hospitals. 

Earlier  in  the  spring,  the  President 
asked  Congress  to  add  52  million  dol¬ 


lars  to  provide  an  extra  100,000  summer 
jobs  for  “disadvantaged”  young  people. 
That  was  on  top  of  a  previous  request 
for  166  million  dollars  to  create  414,000 
of  these  part-time  positions. 

The  money  is  there.  Speedy  release 
of  funds  already  appropriated  for  a  wide 
variety  of  Government  programs  is  ex¬ 
pected  soon  after  the  start  of  the  new 
fiscal  year  on  July  1.  The  Nixon  Admin¬ 
istration  has  been  accused  of  delaying 
use  of  nearly  13  billion  dollars  which 
Congress  voted  for  roads,  ships,  housing, 
airports,  urban  renewal,  water  and  sew¬ 
er  systems  and  similar  projects. 

In  defense  of  that  delay,  officials  have 
contended  that  federal  spending  had  to 
be  restrained  in  order  to  combat  infla¬ 
tion.  Also,  spending  and  deficit  ceilings 
set  by  Congress  for  the  year  ended  June 
30,  1971,  had  to  be  observed. 

Now,  suddenly,  weakness  in  the  busi¬ 
ness  recovery  is  viewed  as  a  more  im¬ 
mediate  worry  than  inflation,  despite  a 
sharp  jump  in  consumer  prices  in  May. 


Reasons  for  this  new  alaiTti  appear  on 
the  chart  on  page  14. 

In  addition  to  heavier  spending,  a 
tax  cut  of  some  kind  becomes  more 
likely.  A  decision  on  this  has  not  yet 
been  reached,  however,  officials  say. 

In  effect,  the  main  burden  of  fighting 
off  another  round  of  inflation  has  been 
shifted  to  the  Federal  Reserve  Board. 
The  Board  recently  has  been  trying  to 
get  control  of  a  money  supply  that  has 
been  growing  at  a  rate  of  more  than  17 
per  cent  a  year. 

In  the  process,  banks  are  finding  it 
somewhat  more  difficult  to  get  funds  for 
business  loans.  Interest  rates  on  many 
types  of  credit— short-term  commereial 
loans,  home  mortgages,  and  corporate 
bonds— have  increased.  The  stock  market 
has  suffered  a  sinking  spell. 

Economists  have  begun  to  warn  that 
costlier  credit,  if  carried  further,  will 
choke  off  the  recovery. 

On  top  of  all  this,  auto  sales  and 
(continued  on  next  page) 


President  Nixon  and  top  economic  planners— Council  of  Economic  Advisers  Chairman  McCracken,  Treasury  Secretary  Connal- 
ly,  Federal  Reserve  System’s  Chairman  Burns,  and  Director  Shultz  of  Management  and  Budget.  Aim  now:  a  speedier  upturn. 
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BUSINESS  TRENDS 
THAT  WORRY 
NIXON 


RISINC 

INTEREST 

RATES 


Costlier  credit 
for  business  and 
home  buyers  puts 
a  drag  on  borrow¬ 
ing  and  buying. 


- \\ 


LOWER 

AUTO 

SALES 


In  early  June 
new-car  purchases 
trailed  1970’s  re¬ 
cession  level.  Sales 
of  most  other  prod¬ 
ucts  are  above  a 
year  ago,  but  in¬ 
flation  accounts 
for  half  the  gain. 


LAGGING 

INVESTMENT 


Plans  for  new 
plant  and  equip¬ 
ment  have  been 
cut  back.  Inven¬ 
tory-buying  is 
cautious. 


SLUGGISH 

OUTPUT 


Industrial  pro¬ 
duction  is  up  much 
lessthan  expected. 
Steel  industry  is 
lowering  estimates 
fornextsixmonths. 


FAST 

PAY 

CLIMB 


Corporate  prof¬ 
its  are  squeezed  in 
many  lines  as 
wages  rise  faster 
than  productivity. 
Employers  are  un¬ 
der  increasing 
pressure  to  curb 
expenses,  elimi¬ 
nate  jobs. 


HIGH 

^^PLOYMENT 

More  than  6  per  cent  of  U.  S. 
workers  are  jobless  —  the  same 
rate  as  in  December  after  the 
General  Motors  strike. 


[continued  from  preceding  page] 

other  retail  trade,  which  perked  up  con¬ 
siderably  in  the  early  spring,  have  taken 
a  sluggish  turn. 

The  Federal  Reserve  has  served  notice 
on  the  White  House  that  any  further 
action  to  stimulate  business  must  be  in 
the  form  of  heavier  federal  spending 
or  tax  reduction,  not  easier  credit. 

That  advice  has  now  been  adopted  by 
the  Administration,  according  to  officials 
who  are  in  a  position  to  know  what  kinds 
of  instructions  are  going  from  the  White 
House  to  the  departments  where  the  con¬ 
tracts  are  placed  and  the  grants-in-aid 
are  awarded. 

But  what  about  the  inflation  potential 
of  a  budget  deficit  that  already  is  ex¬ 
pected  by  some  authorities  to  exceed 
20  billion  dollars  in  the  new  fiscal  year? 
Won’t  heavier  spending  mean  a  bigger 
deficit? 

Not  necessarily.  Government  econo¬ 
mists  insist. 

A  slow  recovery— or  a  renewed  reces¬ 
sion  if  the  upturn  should  collapse— would 
be  even  more  costly,  because  of  the  ef¬ 
fect  on  federal  revenues  from  personal  in¬ 
comes,  corporate  profits  and  retail  sales. 
All  of  these  are  sensitive  to  the  rate  of 
economic  growth  or  contraction. 

Spending's  effect.  It  is  estimated 
that  a  billion  dollars  of  spending  on 
goods  and  services— gross  national  prod¬ 
uct-yields  roughly  200  million  dollars 
in  federal  tax  receipts. 

The  Administration’s  goal  for  GNP 
in  1971  is  1,065  billion  dollars.  Many 
economists  are  predicting  that  output 
will  actually  fall  short  of  this  target  by 
about  10  billion  dollars.  A  turn  to  re¬ 
cession— which  few  if  any  economists 
expect— would  cut  the  GNP  still  further. 

Even  a  lO-billion-dollar  “miss”  would 
lower  the  estimate  of  federal  revenues 
by  2  to  3  billion  dollars. 

To  put  it  another  way,  if  spending 
that  much  more  money  would  cause  the 
recovery  to  speed  up  and  hit  the  Gov¬ 
ernment’s  1,065-billion-dollar  goal,  the 
effect  on  the  budget  deficit  would  be  a 
standoff. 

But  that  raises  a  further  question; 
What  assurance  is  there  that  extra  out¬ 
lays  will  have  the  desired  impact  on 
business  activity?  On  this  point,  ex¬ 
perience  is  not  wholly  encouraging,  as 
a  number  of  economists  point  out. 

Tax  reductions  plus  an  increase  in 
Social  Security  benefits  and  federal  pay 
scales  had  less  effect  on  consumer  spend¬ 
ing  in  1970  than  the  Government  antici¬ 
pated.  People  were  worried  about  the 
business  outlook  and  angered  by  infla¬ 
tion,  and  they  put  many  of  the  ad¬ 
ditional  dollars  of  spendable  income 
into  savings,  instead  of  using  them  for 
cars,  clothes  and  vacation  trips. 


On  the  opposite  tack,  the  imposition 
of  the  federal  surcharge  in  April,  1968— 
an  effort  of  the  Johnson  Administration 
to  slow  the  boom  and  reduce  inflation— 
also  had  less  impact  than  Government 
planners  anticipated.  Spending  by  com¬ 
panies  and  consumers  expanded  with 
little  letup  until  mid-1969,  roughly  15 
months  later. 

These  and  other  experiences  have  led 
some  experts  to  conclude  that  changes 
in  federal  spending  and  taxing  are  too 
slow  and  uncertain  in  their  effects  to  be 
relied  on  for  managing  the  economy. 

The  President  still  opposes  congres¬ 
sional  plans  for  a  big  speedup  in  public 
works.  His  aides  insist  that  this  type  of 
heavy  construction  takes  too  long  to 
nnove  through  the  contracting  stage  to 


—Crockett  in  "Washington  Star" 

Pumping  in  more  federal  funds  doesn’t 
always  mean  economy  will  spurt  ahead. 

actual  digging  and  building.  The  eflect 
on  business  shows  up  long  after  it  is 
most  needed,  officials  say. 

The  Nixon  Administration  came  into 
office  believing  that  a  steady  rise  in 
business,  without  inflation,  could  best 
be  achieved  through  the  Federal  Re¬ 
serve.  The  idea  was  to  keep  the  money 
supply  increasing  within  fairly  narrow 
limits— 2  to  6  per  cent  a  year— and  to 
gear  federal  spending  to  the  nation’s 
long-range  needs. 

The  Federal  Reserve  has  found  it 
easier  to  set  a  steady  course  for  money 
and  credit  than  to  follow  it.  So  now  the 
Administration  is  pinning  its  hopes  on  a 
more  active  use  of  the  budget. 

The  presidential  election  is  only  16 
months  away.  The  White  Hoirse  is  de¬ 
termined  to  get  a  good  brisk  recovery 
going  well  in  advance  of  November, 
1972.  More  federal  billions— and  perhaps 
also  a  tax  cut— will  be  thrown  into  the 
effort  to  reach  that  goal. 

See  also:  Why  It  Costs  More  to  Bor¬ 
row,  page  42. 
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Joseph  Zagorski  works  8  hours  a  day 
in  a  nuclear  power  plant. 

He  pays  nothing  extra  for  life  insurance. 


Of  course  the  insurance 
companies  know  what  they're 
doing.  They  know  that  each  utility 
operated  nuclear  power  plant  is 
subject  to  a  very  strict  regulatory 
process  which  provides  for 
continuing  checks  and  double 
checks,  inspections  and  reviews, 
from  designing  and  construction, 
right  through  the  lifetime  of  the 
plant. 

Joseph  works  in  a  nuclear 
power  plant  operated  by  the 
Duquesne  Light  Company  near 


Pittsburgh.  He’s  been  on  the  job 
since  1957.  Neither  he  nor  any 
employee  of  a  utility-operated 
nuclear  power  plant  in  the  United 
States  has  ever  been  injured 
by  radiation. 

These  plants  are  safe  places 
to  work,  as  they  are  safe 
places  to  produce  electricity. 

This  record  is  very  important. 
Because  the  orderly  development 
of  nuclear  power  is  necessary  to 
help  meet  our  country’s  mounting 
demand  for  electricity. 


Our  country’s  ability  to  do  the 
work  that  needs  to  be  done  will 
depend  on  an  adequate  supply 
of  electricity.  There’s  no  time  to 
waste.  New  generating  facilities 
must  be  built,  and  built  in  a  way 
compatible  with  our  environment. 

We’ll  continue  working  to 
do  this.  But  we  need  your 
understanding  today  to  meet 
tomorrow’s  needs. 

The  people  at  your 
Investor-Owned  Electric  Light 
and  Power  Companies.* 

•For  names  of  sponsoring  companies,  write  to  Power  Companies, 

1345  Avenue  of  the  Americos,  New  York,  Nev/  York  10019 


NIXON’S 

CHANCES  IN  1972 

The  war  and  the  economy  .  .  .  These  are  key  fac¬ 
tors— but  far  from  the  only  ones— political  strategists 
see  as  they  measure  Nixon  re-election  prospects. 


ly^HAT  ARE  President  Nixon’s  chances 
^  ■  of  re-election  next  year? 

That  is  a  question  now  being  analyzed 
by  political  specialists  as  White  House 
stiategists  start  to  map  out  the  1972 
campaign.  At  this  stage,  16  months  be¬ 
fore  Election  Day,  impartial  observers 
are  reaching  these  basic  conclusions: 

1 .  The  President,  as  of  now,  is  not 
in  a  strong  political  position.  He  lacks 
the  kind  of  personal  popularity  that 
Presidents  Eisenhower  and  Kennedy 
were  able  to  fall  back  on  when  the  go¬ 
ing  got  rough.  If  the  election  were  held 
today,  many  Republicans  and  Demo¬ 
crats  agree,  Mr.  Nixon  could  lose  against 
a  “moderated  liberal”  Democrat. 

2.  However,  many  analysts  also  agree 
the  chances  are  better  than  even  that 
the  political  breaks,  from  now  on,  will 
favor  Mr.  Nixon.  The  lessons  of  history 
indicate  the  President  may  well  have 
tire  worst  days  of  his  present  term  be¬ 
hind  him,  and  can  look  forward  to 
political  gains— quite  possibly  enough  to 
see  him  through  to  victory. 

3.  According  to  a  realistic  aneilysis, 
a  sweeping  Republican  victory  does  not 
seem  in  the  cards,  barring  booming 
prosperity  at  home  and  almost  complete 
tranquillity  in  the  major  trouble  spots 
abroad— events  hardly  in  sight  now. 

Lesson  from  history.  The  basis  for 
these  conclusions  goes  back  to  1968.  In 
that  year  Mr.  Nixon  proved  that  a 
nominee  can  win  the  Presidency  de¬ 
spite  the  loss  of  some  big  industidal 
States.  He  carried  California,  Ohio,  Il¬ 
linois,  New  Jersey  and  Indiana. 

But  he  lost  New  York,  Pennsylvania, 
Michigan,  Texas  and  Massachusetts— as 
well  as  Connecticut,  Maryland  and  West 
Virginia. 

In  the  Northeast,  Mr.  Nixon  carried 
only  one  State  with  a  big  electoral  vote 
—New  Jersey— and  three  small  States. 

These  were  fonnidable  handicaps  to 
overcome. 

How  Mr.  Nixon  won  despite  these 
handicaps  is  explained  by  this  fact: 
Just  about  everything  went  right  for 
him  elsewhere.  He  swept  nine  States  in 
the  Middle  West,  three  Border  States, 
five  States  of  the  old  Confederacy,  all 


eight  Rocky  Mountain  States,  and  he 
took  California,  plus  Oregon  and  Alaska. 

Rerun  coming?  When  political 
strategists  diagnose  1972  prospects, 
they  find  Mr.  Nixon  is  being  forced  into 
almost  the  same  pattern  that  won  for 
him  in  1968.  That  year  he  carried  32 
States,  against  13  States  and  the  Dis¬ 
trict  of  Columbia  for  Hubert  Humphrey, 
the  Democratic  nominee.  But  Mr.  Nix¬ 
on  led  in  the  popular  vote  by  a  narrow 
margin  of  only  510,000  votes. 

Looking  over  the  regions  of  the  coun¬ 
try,  analysts  find  these  prospects: 

In  the  Northeast:  New  York  possibly 
could  go  Republican,  but  it  can’t  be 
comited  on.  In  Pennsylvania,  the  Re¬ 
publican  organization  is  in  weakened 
condition  after  loss  of  the  Governorship 
last  November.  Massachusetts  is  virtual¬ 
ly  conceded  to  the  Democrats.  Connecti¬ 
cut  is  traditionally  a  strong  Democratic 
State  in  presidential  elections.  New  Jer¬ 
sey,  under  a  Republican  Governor,  offers 
hope  of  a  repeat  of  Mr.  Nixon’s  1968 
victory. 

In  the  North  Central  and  Middle 
Western  States:  This  heartland  of  Re¬ 
publicanism,  composed  of  farm  and 
combination  fann -industrial  States,  is 
regarded  as  vital  to  a  Nixon  victory. 

Impartial  observers  say  Mr.  Nixon 
will  have  to  carry  at  least  two  of  the 
three  big  industrial  States— Ohio,  Michi¬ 
gan  and  Illinois.  Present  omens  are  not 
all  favorable  for  that. 

At  this  time,  the  Republican  Party  in 
Ohio  is  a  shambles  after  losing  the  Gov¬ 
ernorship  last  year,  and  Ohio  will  have 
no  Senate  or  Governorship  race  next 
year  to  bring  out  the  normally  strong 
Republican  vote. 

No  Republican  has  ever  won  the  Pres¬ 
idency  without  carrying  Ohio. 

Illinois,  too,  seems  less  certain  for 
Mr.  Nixon  than  in  1968. 

In  Michigan,  a  State  that  twice  went 
against  Mr.  Nixon,  the  odds  are  seen  as 
favoring  a  Democrat  again. 

In  Indiana  and  Wisconsin,  Mr.  Nix¬ 
on’s  chances  are  considered  reasonably 
good,  despite  a  fragmented  Republican 
Party  in  Indiana  and  a  Democratic 
Governor  in  Wisconsin. 
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The  President  is  seen  facing  campaign 
problems— but  opportunities,  as  well. 

What  about  the  big  food-producing 
States  just  to  the  west?  Under  almost 
any  victory  formula,  the  President  must 
have  these  States  with  him  again. 

Last  November,  Democrats  unseated 
Republican  Governors  in  Nebraska, 
South  Dakota  and  Minnesota.  And  a 
Democratic  Governor  was  re-elected  to 
a  third  term  in  noiTnally  Republican 
Kansas.  In  addition,  a  scattering  of  farm- 
district  Republicans  in  the  House  of 
Representatives  met  defeat. 

Political  professionals  are  trying  to 
figure  out  if  these  trends  will  continue, 
to  the  detriment  of  the  President.  When 
they  look  ahead,  they  see  Mr.  Nixon  pos¬ 
sibly  heading  into  dilemma  next  year. 

Crop  surpluses  are  at  present  unusual¬ 
ly  low.  If  the  corn  blight  that  has  al¬ 
ready  appeared  in  Illinois  is  severe  this 
year,  the  Nixon  Administration  is  ex¬ 
pected  to  take  measures  to  assure  plant¬ 
ing  of  a  big  crop  next  year.  Insiders  say 
it  would  be  courting  political  disaster  to 
risk  a  national  food  shortage. 

But  a  huge  com  crop  next  year  could 
send  corn  prices  downward.  If  prices 
farmers  pay  for  supplies  and  equipment 
remain  high,  that  could  spell  discontent 
in  the  farm  belt  not  long  before  elec¬ 
tion  time. 

Even  under  such  conditions,  however, 
the  Midwestern  farm  area  might  not  be 
lost  to  Mr.  Nixon. 

In  the  Border  States:  Mr.  Nixon  is 
given  little  chance  in  Maryland  and 
West  Virginia.  The  President  failed  to 
carry  the  former  last  time  even  with  a 
Marylander,  Vice  President  Agnew,  on 
the  ticket.  However,  the  President  won 
Kentucky,  Missouri  and  Oklahoma  in 
1968.  They  could  be  in  his  comer  again. 

In  the  South:  In  1968  Mr.  Nixon  won 
Florida,  North  and  South  Carolina,  Ten¬ 
nessee  and  Virginia.  Governor  George 
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THIS  "POLITICAL  MAP”  SHOWS  WHERE 
THE  PRESIDENT’S  RE-ELECTION  BID  MAY  BE  WON-OR  LOST 


THESE  29  STATES-OF  THE  32  Richard  Nixon  carried  in  1968-now  are  regarded  as  States  he  is  likely  to  carry 
again  in  1972. 

BUT:  Their  combined  electoral  votes  add  up  to  only  211 -which  is  59  short  of  the  270  needed  to  win  a 
presidential  election. 


SO:  Four  other  States  are  regarded  as  crucial  for  Mr.  Nixon:  California,  with  45  electoral  votes;  Illinois  with 
26;  Ohio  25,  and  Texas  26.  Even  if  he  carried  all  the  29  States  where  his  chances  seem  good,  he  probably  could 
not  win  without  two  of  these  four  States.  If  he  won  California,  one  other  of  the  four  would  put  him  over.  If  he 
lost  California,  he  would  need  to  win  all  three  of  the  other  crucial  States. 


V _ 

Wallace  of  Alabama  won  five  States. 
Events  now  suggest  that  Mr.  Nixon 
again  may  face  a  Wallace  candidacy. 
Such  a  development  could  damage  Mr. 
Nixon’s  chances  in  the  South. 

Some  White  House  insiders  are 
known  to  feel  that  the  Supreme  Court’s 
recent  decision  upholding  busing  to 
achieve  school  mixing  plays  into  the 
hands  of  Governor  Wallace.  The  deci¬ 
sion  is  believed  to  increase  the  odds  that 
Mr.  Wallace,  who  retains  a  segregation¬ 
ist  following,  will  run  and  siphon  “con¬ 
servative”  votes  from  the  President. 

Some  analysts,  however,  think  that 
many  of  Mr.  Wallace’s  1968  supporters 
would  swing  to  Mr.  Nixon  next  time  if 
the  President  were  in  obvious  danger  of 
defeat  by  a  “liberal”  Democrat  from 
the  North. 


The  President’s  chances  in  the  South 
are  believed  to  shape  up  like  this; 

Virginia  is  his  best  bet.  Tennessee 
also  is  seen  as  Republican  territory. 

Florida,  which  Mr.  Nixon  carried 
twice  but  which  ousted  a  Republican 
Governor  last  November,  is  more  doubt¬ 
ful  than  in  1968.  So  too  are  the  Caro- 
linas,  which  have  “moderate-conserva¬ 
tive”  Democratic  Governors. 

Republicans  admit  the  rest  of  the 
South  offers  little  hope,  with  two  ex¬ 
ceptions.  Georgia  might  prefer  Mr.  Nix¬ 
on  over  a  Democratic  “liberal”  or  even 
over  Governor  Wallace.  The  other  ex¬ 
ception  is  Texas. 

In  both  his  campaigns,  Mr.  Nixon  lost 
Texas  by  relatb'ely  narrow  margins.  In  a 
close  election,  Texas  could  mean  the  dif¬ 
ference  between  victory  and  defeat. 


_ / 
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Thus  Mr.  Nixon  is  expected  to  take  a 
hard  look  at  Texas  in  his  campaign  plan¬ 
ning.  Already  he  has  placed  John  Gon- 
nally,  a  former  Democratic  Governor  of 
Texas,  in  his  Gabinet  as  Secretary  of  the 
Treasury.  Mr.  Gonnally  is  counted  on  by 
White  House  strategists  to  add  to  Mr. 
Nixon’s  weight  in  Texas. 

Some  political  experts  do  not  rule  out 
Mr.  Gonnally  as  a  vice-presidential  pos¬ 
sibility  should  the  President  decide  he 
needs  Texas  to  offset  any  wavering  Re¬ 
publican  States. 

In  the  Rocky  Mountain  States:  In 
1968  Mr.  Nixon  won  every  State.  De¬ 
spite  some  reverses  for  the  Republican 
Party  last  November,  the  President  is 
expected  to  retain  much  of  his  hold  in 
this  region. 

(continued  on  next  page) 
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NIXON'S  CHANCES 

[continued  from  preceding  page] 

In  the  Pacific  States:  The  big  one 
liere  is  California.  Only  one  Republican, 
James  A.  Garfield,  has  won  the  Presiden¬ 
cy  without  carrying  California.  Mr.  NLx- 
on  won  California  in  1960  and  1968. 
Realists  say  he  cannot  win  nationally  in 
1972  without  it.  In  1972  California  will 
contribute  45  votes  to  the  electoral  bal¬ 
ance  sheet,  more  than  any  other  State. 

Right  now,  the  word  from  California 
that  reaches  the  White  House  is  not  good 
for  the  President. 

On  May  13  the  California  Field  Poll 
showed  the  President’s  popularity  in  the 
State  had  slipped  to  44  per  cent  in  a 
three-way  race  with  Senator  Edmund 
Muskie,  the  front-mnning  Democratic 
possibility,  and  Governor  Wallace.  Mr. 
Muskie  scored  45  per  cent.  In  a  three- 
way  trial  heat  with  Senator  Edward 
Kennedy,  Mr.  Nixon  did  less  well— 43 
per  cent  vs.  Mr.  Kennedy’s  46  per  cent. 

Another  factor  working  against  Mr. 
Nixon  is  the  high  rate  of  unemployment 
plaguing  the  airplane  and  other  indus¬ 
tries  important  in  California. 

Experts'  assessment.  When  analysts 
look  over  the  six  regions  of  the  country, 
they  often  put  the  pieces  of  the  political 
jigsaw  together  this  way: 

They  give  Mr.  Nixon  the  States  he 
captured  last  time  where  his  chances 
still  seem  reasonably  good:  In  the  North¬ 
east,  four  States  bring  in  27  electoral 
votes;  in  the  Middle  West,  seven  States, 
51  votes;  in  the  border  States,  three 
States,  29  votes;  in  tire  South,  five 
States,  60  votes;  in  the  Rocky  Moun¬ 
tains,  eight  States,  35  votes;  and  in  the 
Pacific  States,  two  States,  9  votes. 

The  total— 211  electoral  votes— is 
59  short  of  the  270  needed  to  eleet  a 
President. 

Then  analysts  look  at  three  big  States 
Mr.  Nixon  won  last  time  that  seem  doubt¬ 
ful  now— California,  with  45  electoral 
votes,  Illinois  26,  and  Ohio  25.  Also  they 
consider  Texas,  with  26,  which  Mr.  Nix¬ 
on  lost  twice  but  might  win  in  1972. 
These  four  States  have  a  total  of  122 
electoral  votes.  Experts  coirsider  them 
the  pivotal  States  in  1972. 

Under  this  set  of  circumstances  Mr. 
Nixon  would  need  to  carry  California 
and  one  other  of  the  four  to  win  re-elec¬ 
tion.  Victory  in  Illinois  and  Ohio  with¬ 
out  the  other  two  would  not  be  enough. 
Neither  would  Illinois  and  Texas  alotre 
be  adequate.  Without  California,  Mr. 
Nixon  must  carry  lUinois,  Ohio  and 
Texas  in  this  combination  of  States. 

If  anything  went  wrong  elsewhere  in 
the  States  Mr.  Nixon  won  last  time,  then 
he  might  need  a  combination  of  Califor¬ 
nia  and  two  of  the  three  others,  or  even 
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all  three.  So  California  is  regarded  as 
crucial  for  the  President  irext  year. 

What  must  Mr.  Nixon  do  to  win? 

There  is  little  chsagreement  among 
politicians  on  the  answer. 

First,  they  say,  he  must  crank  up  the 
economy.  Many  contend  the  unemploy¬ 
ment  rate  must  be  reduced  far  below  its 
present  level  of  6.2  per  cent.  Actually, 
records  show  that  the  unemployment 
rate  is  not  a  good  indicator  of  how  a 
President  will  fare  at  the  polls. 

Considered  a  better  clue  are  indexes 
on  industrial  production  and  business 
conditions.  Rising  prosperity  is  tradi¬ 
tionally  a  great  advantage  to  an  incum¬ 
bent  Pi'esident  mnning  for  a  new  term. 

Secondly,  there  is  agreement  that  if 


“HORNS  OF  THE  DILEMMA’’ 


Mr.  Nixon  is  to  have  a  margin  of  safety 
for  re-election  he  must  unwind  the  Viet¬ 
nam  war.  Withdrawal  of  troops  is  one  of 
the  few  campaign  factors  under  virtually 
the  complete  control  of  the  President, 
so  it  is  regarded  as  certain  that  Mr.  Nix¬ 
on  will  keep  de-escalating  the  war. 

Another  factor  that  Mr.  Nixon  will  try 
to  turn  his  way  is  the  prestige  and  pow¬ 
er  of  the  Presidency.  More  than  any 
other  man,  the  President  commands  the 
attention  of  the  voters.  He  can  set  the 
pace  on  issues.  As  his  party’s  leader,  he 
commands  allegiance  inside  his  party. 
He  can  maneuver  more  readily  than  the 
opposition  party. 

As  a  result,  Mr.  Nixon  is  expected  to 
hold  the  middle  of  the  road  on  issues, 
keeping  the  Democrats  well  to  his  left. 

Problem  for  Democrats.  Wliite 
House  strategists  say  that  a  Democratic 


candidate  must  move  sharply  to  the  left 
to  get  his  party’s  nomination,  but  then 
will  find  trouble  moving  far  enough  back 
toward  the  center  to  beat  Mr.  Nixon. 

A  position  in  the  center  offers  the 
President  the  opportunity  of  appealing 
particularly  to  the  blue-collar  workers, 
many  of  whom  are  Catholics  and  “con¬ 
servatives.”  More  and  more,  this  seg¬ 
ment  of  the  electorate  is  moving  into 
the  suburbs,  now  the  largest  population 
area  in  the  U.  S.  Mr.  Nixon  is  offered 
the  chance  of  appealing  not  only  to  the 
working  class,  but  to  the  whole  array  of 
middle-income  residents  of  the  suburbs. 

These  groups  are  regarded  as  strong 
for  strict  law  enforcement,  for  a  hard 
line  against  public  handouts  to  those 
who  can— but  do  not— work,  and  against 
Government-forced  integration  of  hous¬ 
ing  in  the  suburbs. 

In  short,  the  aim  of  White  House 
strategists  is  to  make  inroads  among 
those  voters  who  are  between  poverty 
and  wealth,  who  are  mostly  white  and 
who  are  “moderate”  to  “conservative”  in 
ideology. 

Political  specialists,  however,  point 
to  two  possible  stumbling  blocks. 

First,  full  prosperity  may  be  slow  in 
returning.  Then,  political  specialists  ob¬ 
serve,  Mr.  Nixon  will  find  it  difficult  to 
outbid  the  Democratic  nominee,  par¬ 
ticularly  among  the  blue-collar  workers. 

Secondly,  evidence  shows  that  Mr. 
Nixon  still  does  not  enjoy  a  reservoir  of 
personal  popularity. 

According  to  Gallup  polls.  Presidents 
Roosevelt,  Tmman  and  Eisenhower,  as 
incumbents,  rated  higher  in  popularity 
approximately  a  year  and  a  half  before 
election  time  than  does  Mr.  Nixon  now. 

New  voters.  Adding  to  all  the  un¬ 
certainty  is  the  expansion  of  the  youth 
vote  next  year.  Millions  of  youngsters 
18  through  20  years  old  are  to  be  en¬ 
franchised  for  the  first  time.  Other  mil¬ 
lions  in  the  21-to-24-year  age  bracket 
will  also  be  casting  their  first  presi¬ 
dential  votes. 

Some  evidence  is  cropping  up  that 
young  people  are  not  registering  in  im¬ 
pressive  numbers,  but  those  who  do  reg¬ 
ister  are  enrolling  overwhelmingly  as 
Democrats.  Privately,  Republican  strat¬ 
egists  express  alarm  over  the  possibility 
that  a  youth  vote  will  turn  the  balance 
in  favor  of  the  Democratic  nominee  in 
doubtful  States. 

What  does  all  the  analyzing  boil  down 
to?  One  experienced  political  statisti¬ 
cian  sees  it  this  way: 

“If  next  year  is  a  boom  year,  then 
Nixon  will  be  very  hard  to  beat.  If  it’s 
a  bad  year  for  people’s  pocketbooks, 
then  Nixon  will  be  in  deep  trouble.  If 
it’s  something  in  between,  then  you  have 
a  fuzzy  political  situation.  And  that’s 
what  it’s  most  likely  to  be.” 
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Pentagon  Papers 


A  CRUCIAL  LEGAL  BATTLE  ERUPTS 


A  showdown  over  the  ages-old  issue  of 
national  security  vs.  “the  people’s  right 
to  know”  grew  to  historic  proportions  in 
this  country  in  late  June. 

What  started  as  a  case  of  “leaked” 
war  documents  to  a  single  newspaper 
had  become  the  center  of  a  national  de¬ 
bate-confronting  the  U.  S.  Supreme 
Court  with  the  need  to  go  into  extraordi¬ 
nary  session  to  deliberate  the  issue. 

Basic  elements  in  the  conflict  created 
by  widespread  publication  of  parts  of  a 
top-secret  Pentagon  study  were  these: 

•  Does  the  Government  have  a  right 
to  withhold  from  public  knowledge  in¬ 
formation  it  considers  vital  to  defense 
and  foreign  policy? 

•  To  what  extent  does  the  constitu¬ 
tional  guarantee  of  freedom  of  the  press 
apply  when  those  who  print  or  broad¬ 
cast  news  make  use  of  secret  material 
obtained  from  unauthorized  sources? 

Disclosures  made.  The  crisis  took 
shape  when  “The  New  York  Times”  be¬ 
gan  publishing  on  June  13  material 
based  on  a  massive  Pentagon  study  of 
U.  S.  involvement  in  Indo-China.  Liti¬ 
gation  that  led  to  the  High  Court  began 
after  the  paper  published  three  issues 
and  had  more  articles  ready  to  print. 

The  Department  of  Justice,  contend¬ 
ing  that  further  disclosure  of  high-policy 
seci'ets  would  “cause  irreparable  injury 
to  the  defense  interests  of  the  United 
States,”  obtained  in  U.  S.  district  court 
in  New  York  an  order  temporarily 
blocking  publication. 

When  “The  Washington  Post”  and 
“The  Boston  Globe”  obtained  and  print¬ 
ed  portions  of  the  47-volume  Pentagon 
report,  the  Government  moved  against 
them,  too,  and  halted  the  flow. 

But,  as  court  battles  were  fought, 
“The  Chicago  Sun-Times,”  “The  Los 
Angeles  Times”  and  others,  including 
units  of  Knight  Newspapers,  Inc.,  in 
Miami,  Philadelphia  and  Detroit,  related 
more  details  of  the  study. 

The  mateiial  made  public  dealt  with 
closely  guarded  recommendations  and 
decisions  on  the  U.  S.  military  role  during 
the  Johnson  and  Kennedy  Administra¬ 
tions  and  with  diplomacy  in  the  Eisen¬ 
hower  Administi'ation. 

The  stoiy  that  unfolded  with  national 
impact  described— sometimes  using  texts 
of  secret  documents— how  and  why  the 
American  commitment  grew. 

Meanwhile,  U.  S.  district  judges  in 
New  York  and  Washington  rejected  the 
Government’s  claim  of  “irreparable  dam¬ 
age”  and  the  Justice  Department  ap¬ 
pealed  those  rulings.  In  Boston,  a  federal 
judge  held  that  the  Government’s  claim 
“appears  reasonable”  and  restrained  fur- 
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ther  publication  by  “The 
Globe,”  pending  more 
hearings. 

In  New  York,  the  U.  S. 
court  of  appeals  held  on 
June  23  that  “The  Times” 
could  resume  its  series  but 
could  not  use  material 
dangerous  to  national  se¬ 
curity.  The  district  court 
was  instructed  to  deter¬ 
mine  by  July  3  which 
portions  of  the  study  were 
to  be  banned. 

The  federal  appellate 
court  in  Washington 
ruled  on  June  23  that 
“The  Post”  had  a  consti¬ 
tutional  right  to  publish 
articles  drawn  from  the 
secret  papers  but  extend¬ 
ed  the  restraining  order 
to  allow  the  Government 
time  for  appeal. 

On  June  25,  the  Su¬ 
preme  Gourt  accepted 
jurisdiction  in  both  cases 
and  agreed  to  decide  the 
issues  set  forth  by  “The 
New  York  Times,”  “The 
Washington  Post”  and  the 
Government. 

Other  developments : 

•  In  Los  Angeles,  a 
federal  grand  jury  pressed 
an  investigation  into  how 
the  Pentagon  papers 
reached  the  newspapers. 

An  Administration  spokes¬ 
man  said  criminal  indict¬ 
ments  were  expected. 

•  Daniel  Ellsberg,  a 
former  Government  offl- 
cial  mentioned  in  connec¬ 
tion  with  acquisition  of 
the  papers  by  “The  New 
York  Times,”  broke  his  si¬ 
lence.  In  an  interview  on  GBS  television 
on  June  23,  at  an  undisclosed  place,  Mr. 
Ellsberg  was  not  asked  whether  he  had 
any  role  in  making  the  study  available 
for  publication.  But  he  asserted,  “I  think 
we  cannot  let  the  officials  of  the  execu¬ 
tive  branch  determine  for  us  what  it  is 
that  the  public  needs  to  know.” 

•  President  Nixon— without  declassi¬ 
fying  it— sent  the  study  to  Gongress.  The 
stage  seemed  set  on  Gapitol  Hill  for 
moves  to  force  changes  in  Government 
secrecy  procedures. 

•  The  House  Subcommittee  on  For¬ 
eign  Operations  and  Government  Infor¬ 
mation  opened  an  inquiry  into  security 
classification.  A  Senate  Judiciary  sub¬ 
committee  announced  hearings  soon  on 


Conflict  between  the  press  and  Gov¬ 
ernment  started  when^  ‘The  New 
York  Times”  and  others  published 
classified  material  from  a  Pentagon 
study  on  key  decisions  that  shaped 
the  course  of  the  war  in  Vietnam. 


“the  power  of  the  President  to  withhold 
information.” 

As  many  legislators  saw  it,  a  historic 
conflict  was  under  way— in  Gongress 
as  well  as  in  the  courts. 

Related  articles,  pages  20,  22,  24. 
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-WHO  DECIDES 


At  the  heart  of  the  controversy  now  raging  over 
publication  of  Vietnam-policy  secrets  is  the 
Government’s  system  of  “classifying”  documents 
—that  is,  how  it  is  decided  what  the  American 
people  can  and  cannot  see. 

The  issue  erupted  when  at  least  a  dozen  news¬ 
papers  began  publishing  top-secret  material  on 
U.  S.  involvement  in  the  Indo-China  war.  As  bat¬ 
tles  were  being  fought  in  the  courts,  questions 
were  raised  nationwide  about  the  whole  process 
of  Government  secrecy  through  “classification”— 
how  the  system  works,  when  and  why  it  is  im¬ 
posed,  who  is  entitled  to  “classify”  and  “de¬ 
classify”  documents. 

For  answers,  “U.  S.  News  &  World  Report” 
went  to  officials  of  the  Defense  Department,  the 
State  Department,  the  Justice  Department  and  the 
National  Security  Gouncil.  In  what  follows  are 
authoritative  explanations  of  secrecy  procedures. 

Q  What  is  “classification”? 

A  It  is  the  system  used  by  the  Government  to  protect 
secrets  that  have  to  do  with  a  wide  range  of  matters— stra¬ 
tegic  planning,  weapons  and  communications  systems,  re¬ 
lations  with  foreign  governments,  intelligence-gathering 
methods,  espionage  and  counterespionage,  for  example.  In 
other  words:  national  security. 

Q  Who  has  authority  to  classify  documents? 

A  The  number  of  Government  officials  with  this  au¬ 
thority  is  in  the  thousands. 

The  present  classification  system,  set  up  mider  an  execu¬ 
tive  order  issued  by  President  Eisenhower  in  1953,  author¬ 
ized  34  heads  of  departments,  agencies  or  other  Government 
offices  to  classify  documents  and  to  delegate  that  power 
to  certain  subordinates.  In  addition,  the  heads  of  13  other 
departments,  agencies  or  offices  were  authorized  to  classify 
documents  but  not  to  delegate  that  authority. 

Q  Who  has  authority  to  declassify  or  downgrade  secret 
papers,  once  they’ve  been  stamped? 

A  Procedures  vary  according  to  matter  involved.  Some 
documents— containing  material  obtained  from  a  foreign 
government  or  dealing  with  intelligence  data— cannot  be 
declassified  or  downgraded  without  high-level  review  inside 
the  agency  that  classified  them.  Some  other  documents  are 
declassified  automatically  after  12  years.  Still  others  are 
downgraded,  but  not  declassified,  after  12-year  intervals. 
These  decisions  can  be  made  by  lower-level  executives  with¬ 


in  an  agency.  However,  no  agency  can  declassify  material 
it  receives  from  another  agency. 

Q  How  do  classified  documents  get  into  the  hands  of 
private  organizations,  or  ordinary  citizens? 

A  The  executive  order  of  1953  states  that  “the  head  of 
an  agency  may  permit  persons  outside  the  executive  branch 
performing  functions  in  connection  with  historical  research 
projects  to  have  access  to  classified  defense  information  origi¬ 
nated  within  his  agency  if  he  determines  that:  (a)  access  to 
the  information  will  be  clearly  consistent  with  the  interests 
of  national  defense,  and  (b)  the  person  to  be  granted  access 
is  trustworthy:  provided  that  the  head  of  the  agency  shall 
take  appropriate  steps  to  assure  that  classified  information 
is  not  published  or  otherwise  compromised.” 

Q  Does  the  President  have  unlimited  power  to  make 
use  of  classified  material  as  he  sees  fit? 

A  Yes.  As  an  example.  President  Nixon  on  June  23  made 
available  to  Gongress  all  47  volumes  of  the  Pentagon’s  top- 
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Three-tier  system  for  guarding  documents. 


secret  study  on  U.  S.  involvement  in  Vietnam.  The  White 
House  said  the  President  acted  because  publication  of  por¬ 
tions  of  the  documents  had  created  a  situation  in  which  Gon¬ 
gress  would  be  making  judgments  “on  the  basis  of  incom¬ 
plete  data  which  would  give  a  distorted  impression.”  Mr. 
Nixon,  however,  did  not  declassify  the  study. 

Q  Why  did  the  Department  of  Justice  go  to  court  to 
halt  publication  of  the  Vietnam  policy  secrets? 

A  Because,  it  said,  a  law  had  been  violated.  The  news¬ 
papers  against  which  action  was  taken  had  not  been  au¬ 
thorized  either  to  possess  or  to  disclose  the  contents  of  the 
documents.  The  Government  contends  that  such  disclosure 
violated  both  the  Espionage  Acts  and  the  Freedom  of  In¬ 
formation  Act.  And  it  is  the  clearly  defined  duty  of  the  Justice 
Department  to  enforce  all  federal  laws. 

Q  Can  the  person  or  persons  responsible  for  “leaking” 
the  Pentagon  study  be  punished? 

A  Yes.  The  penalty  can  be  up  to  10  years  in  prison  or 


V. 


20 


U.  S.  NEWS  &  WORLD  REPORT,  July  5,  1971 


$10,000  fine— or  both.  This  applies  both  to  persons  who 
distribute  classified  information  without  authorization  and 
to  those  who  receive  such  material  and  then  disclose  it. 

Q  Exactly  what  does  the  law  say? 

A  The  applicable  section  of  the  Espionage  Acts  says: 

.  .  Whoever  having  imauthorized  possession  of,  access 
to,  or  control  over  any  document,  writing,  code  book,  signal 
book,  sketch,  photograph,  photographic  negative,  blueprint, 
plan,  map,  model,  instrument,  appliance  or  note  relating  to 
the  national  defense,  or  information  relating  to  the  national 
defense,  which  information  the  possessor  has  reason  to  be¬ 
lieve  could  be  used  to  the  injury  of  the  United  States,  or 
to  the  advantage  of  any  foreign  nation,  willfully  communi¬ 
cates,  delivers,  transmits  or  causes  to  be  communicated, 
delivered  or  transmitted,  or  attempts  to  communicate,  de¬ 
liver,  transmit  or  cause  to  be  communicated,  delivered  or 
transmitted  the  same  to  any  person  not  entitled  to  receive 
it,  or  willfully  retains  the  same  and  fails  to  deliver  it  to  the 
ofiicer  or  employe  of  the  United  States  entitled  to  receive 
it  .  .  .  shall  be  fined  not  more  than  $10,000  or  imprisoned 
not  more  than  10  years,  or  both.” 

Q  What  classifications  are  in  use? 

A  Officially,  only  three— “Top  Secret”  “Secret”  and 
“Confidential.”  Occasionally,  other  words  are  added  for  em¬ 
phasis— for  instance,  “Top  Secret-Sensitive”— to  indicate  that 
disclosure  would  alfect  diplomatic  negotiations  or  other 
delicate  operations  in  progress— such  as  moves  toward  wind¬ 
ing  down  the  U.  S.  role  in  Vietnam. 

Q  How  do  the  classifications  differ? 

A  Under  the  existing  system,  the  categories  are  defined 
as  follows; 

Top  Secret.  Material  which,  if  disclosed,  “could  result  in 
exceptionally  grave  damage  to  the  nation  such  as  leading 
to  a  definite  break  in  diplomatic  relations  affecting  the  de¬ 
fense  of  the  United  States,  an  armed  attack  against  the 
United  States  or  its  allies,  a  war,  or  the  compromise  of  mili¬ 
tary  or  defense  plans,  or  intelligence  operations,  or  scientific 
or  technological  developments  vital  to  the  national  defense.” 

Secret.  Material  which,  if  disclosed,  “could  result  in  serious 
damage  to  the  nation,  such  as  by  jeopardizing  the  inter¬ 
national  relations  of  the  United  States,  endangering  the  ef¬ 
fectiveness  of  a  program  or  policy  of  vital  importance  to  the 
national  defense,  or  compromising  important  military  or  de¬ 
fense  plans,  scientific  or  technological  developments  impor¬ 
tant  to  national  defense,  or  infonuation  revealing  important 
intelligence  operations.” 

Confidential.  Material  which,  if  disclosed,  “could  be  prej¬ 
udicial  to  the  defense  interests  of  the  nation.” 

Q  What  about  the  designation  “Eyes  Only”? 

A  Government  officials  say  this  is  used  only  on  messages 
circulated  internally,  not  on  communications  between  Wash¬ 
ington  and  posts  abroad.  It  means  that  the  message  can  be 
seen  only  by  those  to  whom  it  is  addressed. 

Q  Are  there  rigid  safeguards  against  unauthorized  ac¬ 
cess  to  elassified  material? 

A  Yes.  They  extend  even  to  the  types  of  locks  and  safes 
that  must  be  used  for  storing  classified  documents.  A  lock 
can  be  changed  only  under  certain  specified  circumstances— 
and  the  locksmith  who  changes  a  lock  or  a  combination  on  a 
safe  must  have  security  clearance. 

Q  When  Lyndon  Johnson  left  the  Presidency,  he  took 
a  vast  file  of  presidential  documents— including  much  classi¬ 
fied  material— to  Texas  for  preservation  in  the  LBJ  Library. 
Other  Presidents  also  have  taken  their  state  papers  with 
them  when  they  left  office.  Is  this  legal? 

A  Government  aides  say  that  this  is  a  legal  right  of  out¬ 
going  Presidents.  Historians  point  out  that  George  Washing¬ 


ton  established  the  precedent  when  he  took  his  state  papers 
with  him  when  he  left  office.  They  believe  that  every  Presi¬ 
dent  since  has  done  the  same  thing. 

Q  What  controls  are  there  over  classified  documents  on 
file  in  presidential  libraries? 

A  Under  a  joint  resolution  of  Gongi-ess  in  1955,  the 
Archivist  of  the  United  States  was  authorized  to  accept  and 
operate  any  presidential  library  presented  as  a  gift  to  the 
nation.  Included  in  the  responsibilities  of  the  Archivist  is  the 
task  of  assuring  that  classified  documents  among  presidential 
papers  are  not  released  to  persons  without  “clearance”— such 
as  a  “Top  Secret”  clearance. 

Q  what  does  “Top  Secret”  clearance  mean? 

A  There  are  many  rules  and  regulations  on  clearance  to 
see  “Top  Secret”  documents.  An  official  explained: 

“It  is  on  the  basis  of  need  to  know.  For  example,  a  man 
working  on  negotiations  to  limit  strategic  arms— and  cleared 
for  ‘Top  Secret’  material— can  see  any  ‘Top  Secret’  documents 
related  to  his  job,  but  cannot  see  similarly  classified  ma¬ 
terial  about,  say,  plans  the  Navy  might  have  for  moving 
more  manpower  into  the  Mediterranean  in  case  of  a  crisis 
there.  There  are  specific  types  of  ‘Top  Secret’  clearance  for 
particular  types  of  information.” 

Q  What  is  a  “Q”  clearance?  Is  it  the  highest? 

A  A  “Q”  clearance  is  higher  than  a  “Top  Secret”  clear¬ 
ance,  but  officials  say  that  what  it  covers  is  secret  and  cannot 
be  discussed.  The  question  of  whether  there  are  even  higher 
clearances  than  “Q”  is  also  said  by  Government  officials  to 
be  unanswerable— for  reasons  of  seerecy. 

Q  Is  the  Government  too  loose  with  use  of  its  classi¬ 
fication  power?  Is  it  used,  for  example,  to  cover  up  blunders? 

A  This  charge  is  often  made  in  Gongress  and  elsewhere. 
As  a  case  in  point,  “The  Washington  Evening  Star”  declared 
in  an  editorial  on  June  22: 

“The  process  by  which  official  documents  are  classified 
and  stay  that  way  can  be  seen  for  what  it  is:  an  imholy  mess. 
Abuse  of  the  classification  is  no  new  thing.  It  has  existed 
at  least  sinee  the  invention  of  the  rubber  stamp  and  has 
been  the  subject  of  periodic  protests  in  Gongress  and  the 
press.  .  .  .” 

On  Jime  24,  William  G.  Florence,  a  retired  Pentagon  se¬ 
curity  expert,  testified  before  a  congressional  committee  that 
at  least  99/2  per  cent  of  the  Government’s  20  million  secret 
documents  could  safely  be  made  public.  He  urged  Gongress 
to  take  action  because  the  Government  is  “literally  clogged” 
with  classified  papers. 

Q  Does  classification  authority  extend  to  matters  un¬ 
related  to  national  security?  Can  a  document  on  welfare 
problems,  for  instance,  be  stamped  “Top  Secret”? 

A  No.  Each  Government  office,  however,  has  its  own 
“internal  administrative  control”  system,  limiting  circulation 
of  sensitive  documents. 

Q  What  are  the  restraints  on  a  Government  official’s 
power  to  decide  what  should  or  should  not  be  kept  secret? 

A  Procedures  vary  from  agency  to  agency.  The  whole 
question  of  classification  procedures  and  policies  is  being 
aired  in  hearings  before  the  House  Subcommittee  on  For¬ 
eign  Operations  and  Government  Information. 

Q  What  alternatives  to  the  present  system  are  now  be¬ 
ing  considered? 

A  One  proposal  is  that  all  classified  material  should  be 
reviewed  by  an  independent  board  after  two  years  and  be 
declassified  if  the  board  saw  fit. 

Another  recommendation  is  that  all  classified  documents 
be  declassified  automatically  after  two  years  unless  an 
independent  review  board  approves  a  Government  request 
for  extension  of  secrecy. 
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VIETNAM  BUILD-UP:  THE 
STORY  THE  “LEAKS”  DON’T  TELL 


From  the  start,  Hanoi  had  a 
single  aim:  Seize  all  Indo-China 
—at  no  matter  what  cost.  It’s  a 
side  of  the  war  getting  scant 
attention  these  days. 

Largely  overlooked  in  all  the  furor 
over  the  leaked  “Pentagon  Papers”  is 
this;  It  was  the  Communists  who  started 
the  war  and  forced  its  pace  upward. 

Some  antiwar  critics  now  insist  the 
secret  documents  “prove”  the  U.  S.  was 
guilty  of  aggression,  starting  with  the 
Administration  of  Hariy  Truman. 

Others  charge  that,  at  the  very  least, 
the  U.  S.  alone  stepped  up  the  war  in 
Vietnam  by  deliberate  deceit  at  its  vari¬ 
ous  stages. 

U.  S.  officials  are  confident  that,  when 
all  the  secret  papers  bearing  on  the  war 
are  released— not  just  one  facet,  as  rep¬ 
resented  in  the  Pentagon’s  study— the 
evidence  will  support  these  major  points: 

1 .  Hanoi— supported  by  Peking  and 
Moscow— set  out  to  take  over  all  Indo- 
China  through  subversion,  terror  and, 
finally,  open  warfare.  That  remains  the 
Communist  goal. 

2.  At  the  outset,  the  U.  S.  got  in¬ 
volved  in  Indo-China  through  moral 
commitments  or  what  it  considered  to 
be  its  own  vital  interests,  supported  by 
a  vast  majority  of  the  American  people. 
With  rare  exceptions,  the  U.  S.  later  re¬ 
acted  in  direct  response  to  continued 
Communist  escalation  of  the  fighting. 

3.  Through  five  successive  Adminis¬ 
trations,  the  U.  S.  never  mounted  the 
power  of  which  it  was  capable,  never 
sought  decisive  victory.  The  U.  S.  in¬ 
stead  exerted  only  the  power  it  consid¬ 
ered  minimally  necessary  to  keep  South 
Vietnam  out  of  Communist  hands. 

“If  there  is  a  fault,”  emphasizes  a 
Government  official,  “it  was  not  that 
President  Johnson  and  the  others  were 
‘bloodthirsty’  and  sought  a  bigger  war, 
but  that  they  hesitated  at  every  step  to 
use  the  force  that  was  suggested  to  be 
necessary  to  stop  Hanoi  in  its  tracks.” 

Officials  reviewing  the  record  of  the 
past  quarter  centuiy  make  this  point: 

It  is  impossible  to  lay  before  tlie 
American  people  the  full  nature  of  Han¬ 
oi’s  intentions  and  strategy.  The  per¬ 
tinent  documents  in  a  Communist 
dictatorship  are  not  leaked  to  the  press. 
The  U.  S.  was  up  against  an  enemy 


whose  intentions  had  to  be  determined 
solely  by  its  overt  actions. 

U.  S.  officials  are  convinced  that  the 
record  will  show  that  the  U.  S.,  far  from 
being  the  aggressor  in  Vietnam,  acted 
with  restraint  rarely  shown  in  history  by 
a  major  power  involved  in  open  warfare. 

Siding  with  Ho  Chi  Minh.  First  of¬ 
ficial  U.  S.  interest  in  Indo-China,  in 
fact,  was  on  the  side  of  Ho  Chi  Minh  in 
World  War  H.  The  U.  S.,  under  Franklin 
D.  Roosevelt,  gave  arms  and  ammuni¬ 
tion  to  Ho’s  anti-Japanese  forces.  The 
Communist  guerrilla  leader  later  became 
founder  and  first  President  of  North  Viet¬ 


nam,  using  the  American  weapons  as  the 
nucleus  of  his  arsenal  in  his  seven-year 
war  against  the  French. 

It  was  in  1950  that  the  stage  was  set 
for  U.  S.  involvement  in  what  had  be¬ 
come  France’s  Indo-China  war.  Ameri¬ 
can  forces  were  fighting  in  Korea.  The 
cold  war  was  at  its  peak  elsewhere.  The 
Soviet  Union  was  consolidating  its  hold 
on  Eastern  Europe.  Mao  Tse-tung  had 
taken  China,  had  sent  troops  against  the 
U.  S.  in  Korea.  There  were  fears  in  the 
West  that  a  Red  “monolith,”  directed 
by  Moscow,  intended  to  extend  Commu¬ 
nist  control  throughout  the  world. 

To  help  halt  this  Red  advance,  the 


U.  S.  decided  to  aid  the  French  in  Indo- 
China.  President  Truman  sent  militaiy 
supplies— and  a  small  advisory  mission— 
to  assist  French  forces  fighting  Ho’s  Viet- 
minh.  Cost  of  the  first  year’s  aid;  25 
milhon  dollars.  At  the  end  of  the  French 
Indo-China  war  in  July,  1954,  the  U.  S. 
had  spent  about  3  billion  dollars  in  sup¬ 
port  of  a  losing  cause. 

By  this  time.  Communist  forces  were 
almost  totally  dependent  upon  Russia 
and  Red  China  for  weapons.  Chinese  aid 
had  been  limited  until  the  Korean  War 
ended  in  mid-1953,  when  Peking  was 
able  to  step  up  its  flow  of  arms  to  North 


Vietnam.  This  brought  about  the  French 
defeat  at  Dienbienphu  and  helped  the 
North  to  build  up  stockpiles  of  weapons 
in  the  South  for  the  underground  war 
that  began  after  the  country  was  par¬ 
titioned  at  the  1954  Geneva  Conference. 
The  Communists  later  openly  violated 
virtually  every  major  agreement  made 
in  the  1954  accord. 

Eisenhower's  offer.  In  view  of  the 
Communist  threat.  President  Eisenhower 
offered  Premier,  later  President,  Ngo 
Dinh  Diem  of  South  Vietnam  direct 
U.  S.  aid.  He  wrote: 

“The  purpose  of  this  offer  is  to  as¬ 
sist  the  Government  of  Vietnam  in  de- 
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Ho  Chi  Minh  inspecting  defenses  in  1966.  North  Vietnam’s  dictator  master-minded 
Red  aggression  against  South  Vietnam,  first  by  subversion,  then  by  open  force. 
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veloping  a  strong,  viable  state,  capable 
of  resisting  attempted  subversion  or  ag¬ 
gression  through  military  means.” 

A  300-man  U.  S.  Military  Assistance 
Advisory  Group  took  over  training  of 
South  Vietnam’s  small  Army  in  1955. 
When  Mr.  Eisenhower  left  office  in 
1961,  there  were  773  advisers  and  a 
200-million-dollar  aid  program. 

Two  developments  in  the  mid-1950s 
made  full-scale  war  between  the  North 
and  South  almost  inevitable:  President 
Diem’s  rejection  of  Vietnam-wide  elec¬ 
tions— because  he  did  not  believe  Ho 
would  allow  free  elections  in  the  Noiih— 
and  South  Vietnam’s  “economic  miracle.” 

Concerned  that  the  South’s  unexpected 
prosperity  would  thwart  its  designs  on 
Indo-China,  Hanoi  ordered  in  mid-1957 
an  increase  in  subversion  and  terror  at¬ 
tacks.  In  November,  1957,  the  U.  S. 
Ambassador  to  Saigon,  Elbridge  Dur- 
brow,  told  Congress  that  the  situation 


was  so  bad  in  the  Mekong  River  Delta 
that  peasants  could  not  till  their  crops. 

Reign  of  terror.  Hanoi  sent  veteran 
fighters  south  to  organize  a  reign  of  terror 
designed  to  liquidate  anti-Communist 
officials.  Assassinations  rose  from  239  in 
1959  to  1,400  in  1960.  By  1962,  more 
than  1,000  persons  were  being  killed 
or  kidnaped  each  month. 

A  U.  S.  State  Department  document 
inserted  in  “The  Congressional  Record” 
in  May,  1959,  stated  that  “Hanoi,  in  ef¬ 
fect,  declared  war  on  South  Vietnam.” 
Diem  accused  the  North  of  “open 
aggression.” 

The  Communists  also  began  to  move 


into  neighboring  Laos  and  Cambodia— 
both  neutral  nations.  At  the  end  of  1960, 
Saigon  formally  charged  that  North 
Vietnamese  soldiers  were  infiltrating 
through  Laos  to  attack  South  Vietnam. 
In  Cambodia,  the  Reds  started  building 
a  network  of  border  sanctuaries  from 
which  to  stage  hit-and-run  assaults  on 
Allied  forces. 

With  the  tempo  of  the  war  contin¬ 
uing  to  increase.  President  Eisenhower 
told  President  Diem  on  South  Vietnam’s 
fifth  anniversary  in  1960  that  “for  so  long 
as  our  strength  can  be  useful,  the  U.  S. 
will  continue  to  assist  Vietnam.” 

Shortly  after  President  Kennedy  took 
office  in  1961,  the  Communists  launched 
an  all-out  guerrilla  offensive  with  at¬ 
tacks  ranging  up  to  1,500  men.  Live 
hundred  South  Vietnamese— mostly  low- 
level  officials— were  being  assassinated 
each  month.  Mr.  Kennedy  reported  that 
Russia  had  flown  1,000  aircraft  missions 


into  Laos  with  supplies  for  the  Indo- 
China  war.  Secretary  of  State  Dean  Rusk 
promised  Saigon  “every  possible  help 
across  the  entire  spectrum  in  which  help 
is  needed.” 

Step-up  by  JFK.  Alarmed  by  Red 
pressure.  President  Kennedy  increased 
the  number  of  U.  S.  advisers  in  Vietnam 
to  4,000,  to  8,000  and  then  to  10,000. 
A  four-star  general  was  put  in  charge. 
U.  S.  aid  totaled  about  500  million  dol¬ 
lars  in  1962. 

On  Nov.  1,  1963,  the  Saigon  Govern¬ 
ment  was  overthrown  in  a  military  coup, 
and  President  Diem  was  murdered,  trig¬ 
gering  years  of  political  instability. 


Three  weeks  later.  President  Kennedy 
was  assassinated. 

Sensing  victory  in  the  turmoil  that 
gripped  the  South,  Red  troops  launched 
a  campaign  of  terror  attacks  against 
U.  S.  installations.  In  one  of  the  first 
assaults,  four  Americans  were  killed  at 
Bien  Hoa  air  base  outside  Saigon.  De¬ 
fense  Secretary  Robert  McNamara  ac¬ 
cused  the  Reds  of  “sabotage,  terrorism 
and  assassination  on  an  unprecedented 
scale.” 

The  Tonkin  incident.  In  early  Au¬ 
gust,  1964,  the  U.  S.  destroyers  Maddox 
and  C.  Turner  Joy  were  reported  by  the 
Administration  to  have  been  attacked  in 
the  Gulf  of  Tonkin  by  North  Vietnamese 
toipedo  boats.  In  a  now-controversial 
decision.  Congress  authorized  President 
Johnson— by  a  vote  of  416  to  0  in  the 
House  and  88  to  2  in  the  Senate— to 
take  “all  necessary  measures”  to  repel 
Red  aggression.  Eor  the  first  time,  U.  S. 
warplanes  bombed  North  Vietnamese 
bases. 

Communist  strength  continued  to  in¬ 
crease,  fed  by  infiltration  of  soldiers 
from  the  North.  Quality  of  their  weap¬ 
ons  also  improved.  The  Russians  ringed 
Hanoi  with  antiaircraft-missile  sites. 
Soviet  ships  brought  in  sophisticated 
military  equipment,  ineluding  jet  fight¬ 
ers.  Red  China  provided  infantry  weap¬ 
ons,  antiaircraft  guns,  heavy  mortars  and 
reeoilless  rifles. 

The  Viet  Cong  started  a  series  of 
deliberate  provocative  attacks.  On  Eeb. 
7,  1965,  nine  Americans  were  killed 
and  76  wounded  in  a  raid  on  Camp 
Holloway  at  Pleiku  in  the  Central  High¬ 
lands.  Three  days  later,  23  GTs  died 
when  an  American  barracks  at  Qui  Nhon 
was  blown  up.  Two  Americans  were 
killed  and  52  wounded  on  March  29  in 
the  terror  bombing  of  the  U.  S.  Embassy. 

It  was  in  the  face  of  this  Communist 
provocation— and  with  South  Vietnam 
threatened  by  militaiy  disaster— that 
President  Johnson  changed  the  thrust 
of  U.  S.  participation  in  the  war. 

"Rolling  Thunder."  In  early  March, 
Mr.  Johnson  ordered  “Operation  Rolling 
Thunder”— the  graduated  bombing  of 
North  Vietnam.  That  same  month,  3,500 
Marines— the  first  U.  S.  combat  forces— 
landed  at  Da  Nang,  followed  in  May  by 
1,200  airborne  troops  and  8,000  more 
Marines.  The  mission  of  U.  S.  infantry¬ 
men  was  changed  from  defense  to  of¬ 
fense,  and  in  June  the  173rd  Airborne 
Brigade  fought  the  first  major  American 
ground  battle  of  the  war.  The  massive 
U.  S.  build-up  was  under  way. 

It  was  this  vital  period— discussed 
only  in  part  in  the  Pentagon  study— 
that  has  created  charges  of  aggression 
and  deceit,  ignoring  the  role  played  by 
the  Communists  themselves  in  enlarging 
the  war. 


—Wide  World  Photo 


Lyndon  Johnson  with  American  troops  in  Vietnam  in  1966.  Aim  of  five  U.  S.  Presi¬ 
dents  was  to  use  the  minimal  force  necessary  to  keep  South  Vietnam  from  defeat. 
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CAN  SOUTH  VIETNAM 
SURVIVE  WITHOUT  U.S.? 


Size-Up  by  U.S.  Ambassador  Ellsworth  Bunker 


While  debate  swirls  at  home  over  past  de¬ 
cisions,  it’s  the  future  that  commands  atten¬ 
tion  in  Saigon.  Topic  No.  1:  Can  South  Vietnam 
stand  on  its  own  after  U.  S.  forces  are  gone? 


Ambassador  Bunker,  with  four  years  of  ex¬ 
perience  at  the  scene,  answers  that  and  other 
questions  in  this  exclusive  interview  with  Wen¬ 
dell  S.  Merick  of  “U.  S.  News  &  World  Report.” 


At  SAIGON 

Q  Ambassador  Bunker,  is  South  Vietnam  heading  for  col¬ 
lapse  after  American  troops  pull  out? 

A  There  is  an  assumption  which  many  people  make  that 
after  the  U.  S.  forces  are  withdrawn  from  combat,  it  will 
just  be  a  matter  of  time  before  Hanoi  will  take  over,  and 
all  the  efforts  and  sacrifices  and  all  the  terrible  cost  of  the 
war  to  South  Vietnam,  ourselves  and  oui'  allies  will  have  been 
in  vain. 

I  do  not  share  that  view. 

Q  What  are  your  reasons? 

A  South  Vietnam  has  a  very  large,  well-equipped,  well- 
trained  military  force  of  half  a  million  men.  It  has  an  ex¬ 
cellent  and  highly  motivated  Air  Force  and  Navy.  These 
are  supported  by  half  a  million  men  organized  in  Regional 
Force  battalions  and  companies,  and  in  Popular  Force  pla¬ 
toons  which  look  after  local  security.  A  million  and  a  half 
South  Vietnamese  civilians  in  the  People’s  Self-defense 
Forces  have  had  combat  training  and  are  supplied  with 
600,000  weapons. 

Pacification  has  established  the  Government’s  authority 
in  over  90  per  cent  of  the  country’s  villages  and  hamlets. 

Enemy  losses  and  ralliers  [deserters  from  enemy  ranks] 
have  greatly  reduced  the  strength  of  the  Viet  Cong  in  the 
South,  and  the  war  has  become  more  and  more  dependent 
on  troops  and  agents  from  North  Vietnam.  The  South  Viet¬ 
namese  Government’s  police  efforts  over  the  past  year  and 
a  half  have  led  to  the  arrest  of  unprecedented  numbers  of 
penetration  agents  and  fifth  columnists. 

Cambodia  is  no  longer  the  safe  sanctuary  it  was  before 
1970,  and  supplies  no  longer  come  easily  through  Sihanouk- 
ville  and  Pnompenh  into  the  southern  regions  of  South  Viet¬ 
nam,  but  must  make  the  long  haul  down  the  Ho  Chi  Minh 
Trail  system. 

Hanoi  has  suffered  an  enormous  loss  of  manpower,  and  con¬ 
tinued  losses  of  the  best  of  their  manpower  are  bound  to 
have  the  most  profound  effect  on  the  future  of  North 
Vietnam. 

The  economy  of  South  Vietnam  has  been  stabilized,  and 
production,  trade  and  development  are  going  forward. 

This  year’s  election  will,  I  am  confident,  be  favorably 
carried  out  and  the  transition  to  the  next  government  will 
be  orderly. 

Q  So  you  see  no  chance  of  a  take-over  by  Hanoi— 

A  The  answer  to  this  question  depends  on  the  will  of 
the  South  Vietnamese  themselves  to  continue  the  struggle,  on 
their  ability  to  build  a  stronger,  more  cohesive  political 
system,  and  provide  a  greater  degree  of  social  justice,  and 


on  the  rate  of  their  economic  development.  The  will  to  resist 
is  the  critical  factor,  and  I  think  that  will  exists  here. 

Provided  the  U.  S.  continues  to  make  the  ti'ansition  to  com¬ 
plete  Vietnamization  over  the  next  year  or  so  in  an  orderly 
way,  and  provided  the  U.  S.  is  willing  to  supply  South 
Vietnam  with  the  2  billion  dollars  or  so  in  military  equip¬ 
ment  and  economic  assistance  that  they  will  need  each  year 
to  carry  on,  I  think  South  Vietnam  has  a  reasonably  good 
chance  to  hold  against  any  effort  that  Hanoi  can  mount  in 
the  next  few  years. 

Q  Once  U.  S.  combat  forces  are  out  of  Vietnam,  do  you 
expect  the  war  to  go  on  indefinitely? 

A  The  answer  here  depends  on  what  time-frame  you  are 
talking  about.  At  present  the  Commrmists  have  no  interest 
in  negotiating.  They  still  believe  that  weaknesses  and  ten¬ 
sions  within  the  Saigon  Government— particularly  now  that 
the  U.  S.  is  reducing  its  presence  in  Vietnam— will  precipi¬ 
tate  a  breakdown  in  public  order,  undercut  Vietnamization 
and  insure  an  eventual  settlement  on  their  own  terms. 

Consequently,  they  will  probably  continue  to  maintain 
military  pressme  on  the  Government  of  Vietnam  after  the 
U.  S.  forces  are  withdrawn.  They  will  then  test  the  South 
Vietnamese  in  battle,  and  if  they  fail— as  I  think  they  will— 
their  choice  will  be  to  negotiate  or  carry  on  protracted  war¬ 
fare  at  a  lower  level  of  intensity,  or  fade  away.  It  is  possible 
there  may  be  neither  war  nor  peace  after  we  have  with¬ 
drawn  our  forces  from  combat. 

Q  Do  you  expect  Hanoi  to  release  the  American  prisoners 
of  war  they  are  holding  once  they  are  convinced  the  U.  S. 
is  leaving  South  Vietnam? 

A  No.  The  North  Vietnamese  are  imwilling  to  commit 
themselves  on  this  subject  and  will  only  “discuss”  the  release 
of  American  prisoners  after  we  have  set  a  date  for  total 
unilateral  U.  S.  and  allied  withdrawal.  Assuming  our  ac¬ 
ceptance  of  such  an  agreement,  I  fear  that  the  subsequent 
“discussions”  would  only  provide  the  other  side  an  occasion 
to  add  further  preconditions  to  the  release  of  American 
prisoners. 

Q  In  your  opinion,  has  the  problem  of  getting  Hanoi  to 
act  on  or  talk  about  the  issue  of  American  prisoners  been 
mishandled? 

A  No,  I  do  not  think  so.  It  is  true  that  so  far  the  many 
efforts  we  have  made  with  Hanoi  on  the  prisoner-of-war  is¬ 
sue  have  achieved  only  peripheral  results  in  terms  of  such 
things  as  somewhat  better  exchange  of  mail.  Despite  these 
disappointments,  I  believe  we  must  persist  in  exploring 
every  possibility  of  gaining  the  release  of  our  men,  or  at 
least,  in  the  meantime,  better  treatment  for  them.  To  this 
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Mr.  Bunker  on  U.  S.  prisoners:  “The  North  Vietnamese  are 
unwilling  to  commit  themselves  and  will  only  ‘discuss’  re¬ 
lease  of  ROW’S ’after  we  have  set  a  date  for  withdrawal.’’ 
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end,  I  believe  it  is  essential  that  we  set  an  example  in  out- 
dealings  with  enemy  prisoners  we  hold  on  our  side. 

As  you  know,  the  International  Red  Cross  regularly  in¬ 
spects  prisoner-of-war  camps  in  South  Vietnam.  We  have  re¬ 
peatedly  offered  to  exchange  prisoners,  to  release  the  sick 
and  wounded  unilaterally  and  to  release  long-held  prisoners 
to  neutral  third  countries.  I  believe  the  weight  of  public 
opinion  in  favor  of  more  reasonable  and  more  humane  poli¬ 
cies  toward  prisoners  will  lend  strength  to  our  efforts. 

Q  Can  a  constitutional  government,  such  as  exists  in  Sai¬ 
gon,  maintain  its  authority  when  there  is  neither  war  nor 
peace?  Can  healthy  political  development  continue  under 
such  conditions? 

A  These  are  really  separate  questions.  The  answer  to  the 
first  question  is  yes,  provided  the  Government  is  vigorous  and 
effective  in  its  campaign  against  the  Viet  Cong  infrastruc¬ 
ture,  continues  to  consolidate  its  hold  over  the  countryside, 
and  continues  to  strengthen  and  encourage  local  government. 

There  has  been  a  vast  change  in  South  Vietnam  over  the 
past  three  years:  In  many  parts  of  the  coimtry,  especially 
the  populous  Mekong  Delta  and  the  Third  Military  Region, 
production  and  trade  are  now  flourishing,  and  the  local 
population  has  overwhelmingly  turned  against  the  Commu¬ 
nists.  That  process  I  expect  to  continue.  For  example,  this 
year  at  Vung  Tau,  60,000  will  be  trained  or  given  advance 
training  in  local  government  and  administration,  local  securi¬ 
ty,  and  local  development— almost  twice  that  of  1969  and 
1970— and  this  is  indicative  of  the  growing  strength  of 
constitutional  government  at  the  base. 


The  answer  to  the  second  question  is  that  combined  low- 
level  terror  and  harassment  will  slow  down  political  develop¬ 
ment,  because  attention,  effort  and  manpower  will  need  to 
be  diverted  there  instead  of  being  put  to  more  constructive 
uses.  And  as  long  as  terror  and  harassment  continue,  the 
Government  must  take  and  enforce  strong  measures  to  keep 
them  down. 

Q  What  do  you  foresee — guerrilla-style  fighting,  a  sort  of 
protracted  war,  or  another  invasion  from  the  North? 

A  Most  of  the  evidence  we  have  suggests  that  the  Com¬ 
munists  have  already  settled  on  their  basic  strategy  in 
South  Vietnam  for  the  next  year  or  so. 

They  will  continue  in  the  main  with  their  protracted-war 
strategy,  in  order  to  conserve  their  forces  for  the  long  haul. 
At  the  same  time,  they  may  mount  occasional  larger  opera¬ 
tions,  seeking  to  take  advantage  of  tactical  opportunities 
and  to  keep  tbe  Government  of  Vietnam  off  balance. 

For  the  remainder  of  1971,  this  will  mean  continued  en¬ 
emy  reliance  in  South  Vietnam  on  harassment  attacks  and 
hit-and-run  tactics,  as  well  as  on  subversion  and  penetration 
efforts  against  the  Vietnam  governmental  structure.  Some¬ 
time  in  1972,  however,  the  Communists  may  attempt  a  more 
intense  military  effort  throughout  the  country,  on  the  assump¬ 
tion  that  this  would  enable  them  to  influence  to  their  ad¬ 
vantage  the  outcome  of  the  presidential  elections  in  the  U.  S. 

If  the  enemy  follows  this  scenario,  there  will  be  munerous 
advance-warning  signals,  such  as  stepped-up  recruitment  in 
North  Vietnam,  increased  infiltration  through  Laos  late  this 
year,  and  further  enemy  efforts  to  re-establish  base  areas 
in  Cambodia. 

“U.  S.  WITHDRAWAL  CAN  PROCEED”- 

Q  Are  the  South  Vietnamese  ready  to  take  on  either  kind 
of  war  by  themselves? 

A  Yes,  I  believe  they  are,  as  far  as  gr.omid  operations  are 
concerned.  The  U.  S.  withdrawal  is  geared  in  part  to  South 
Vietnam’s  progress  in  improving  its  military  capability,  and 
the  capacity  for  improvement  which  the  Vietnamese  military 
has  shown  in  the  last  two  years  leaves  me  confident  that  our 
withdrawal  can  safely  proceed. 

When  all  U.  S.  combat  troops  have  left,  I  believe  that 
the  South  Vietnamese  will  be  able  to  handle  the  ground  com¬ 
bat  on  their  own.  There  will  be  a  continuing  need  for  some 
time,  however,  for  U.  S.  air  and  logistical  support.  I  would 
not  want  to  speculate  on  how  long  we  would  need  to  con¬ 
tinue  this  support.  As  President  Nixon  has  indicated,  the 
United  States  will  not  tie  its  hands  with  regard  to  the  future 
use  of  air  power. 

Continuing  economic  aid  from  the  U.  S.,  as  well  as  further 
progress  in  South  Vietnam’s  own  political  development,  will 
also  be  necessary. 

Q  Looking  back  at  your  four  years  as  U.  S.  Ambassador 
here— was  the  U.  S.  effort  worthwhile  despite  the  high  cost 
in  lives  and  dollars? 

A  Yes,  I  believe  the  effort  has  been  worthwhile.  I  would 
not  be  here  if  I  did  not  believe  that. 

I  know  what  the  cost  of  this  war  has  been  to  the  United 
States.  I  am  aware  of  the  moral  ambiguity  om‘  presence  in 
Vietnam  poses  for  many,  and  that  this  is  more  deeply  felt 
than  in  any  previous  war  in  this  century.  I  am  deeply  con¬ 
scious  of  our  needs  at  home  in  every  direction. 

But  as  the  world’s  most  powerful  nation,  we  cannot  escape 
the  responsibilities  of  power.  What  we  do  or  fail  to  do  in 
Vietnam  will  affect  our  own  position  in  Asia  and  the  balance 
of  power  in  this  part  of  the  world,  and  eventually  will  mean 
the  difference  between  war  or  peace  in  Asia. 

I  believe  that  our  actions  in  Vietnam  will  determine 
(continued  on  next  page) 
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[continued  from  preceding  page] 

the  credibility  of  our  commitment  to  the  principles  of  the 
United  Nations  Charter  and  the  credibility  of  our  obliga¬ 
tions  mider  NATO,  SEATO  and  in  other  bilateral  treaties. 
The  issue  that  om'  people  and  our  Congress  must  face  is 
whether  we  have  the  patience  and  the  will  to  accept  the 
responsibilities  of  power.  It  seems  to  me  that  we  have  a 
commitment  to  history  and  to  ourselves  as  to  the  kind  of 
world  we  envisage— whether  the  rule  of  law  shall  govern  or 
the  rule  of  force.  I  deeply  believe  that  if  our  resolve  now 
weakens,  the  danger  of  an  eventual  wider  conflict  will  be 
increased. 

Q  Could  we  have  fought  the  war  in  a  different  manner- 
depending  less  on  mass  U.  S.  firepower  and  more  on  the 
South  Vietnamese  pacification  of  the  countryside? 

A  I  have  often  thought  there  were  some  things  we  could 
have  and  should  have  done  differently.  Because  we  thought 
U.  S.  military  power  could  bring  the  war  to  an  early  conclu¬ 
sion,  our  priority  concentration  was  on  the  U.  S.  military 
build-up  and  effort  in  pursuit  of  a  military  solution  of  the 
war. 

We  should  have  started  the  Vietnamization  program  ear¬ 
lier.  For  example,  until  we  had  equipped  the  South  Vietnam¬ 
ese  forees  with  the  M-16  rifle— the  ARVN  [Army  of  the 
Republic  of  Vietnam]  by  the  summer  of  1968  and  the 
Territorial  Forces  by  the  fall  of  1969— they  were  outgunned 
by  the  Communists. 

We  should  have  given  much  earlier  and  much  greater  em¬ 
phasis  and  support  to  the  Regional  and  Popular  Forces.  And 
it  was  not  until  the  summer  of  1968  that  the  really  serious 
effort  was  started  to  root  out  the  Viet  Cong  administrative 
and  support  apparatus— the  so-called  Viet  Cong  infrastructure. 

I  believe  an  earlier  move  against  the  Ho  Chi  Minh  Trail 
in  Laos  and  the  Communist  base  areas  across  the  border  in 
Cambodia  would  have  been  desirable. 

In  fairness  to  those  who  made  the  earlier  decisions,  I  must 
add  that  we  had  much  to  learn  about  the  best  way  to  handle 
“wars  of  national  liberation,”  and  that  it  was  only  since  the 
autumn  of  1967,  when  the  new  Con.stitution  and  the  national 
elections  brought  in  an  elected  government,  that  we  had  a 
durable  and  popularly  accepted  govenrment  to  work  with. 
As  we  gained  experience  we  came  to  our  present  “one  war” 
concept,  under  which  we  regard  the  military,  political,  psy¬ 
chological  and  economic  aspects  of  the  struggle  as  all  part  of 
the  same  war,  each  demanding  equal  priority. 

This  “one  war”  approach  has  clearly  been  more  successful 
than  our  previous  overemphasis  on  the  military  struggle. 

“RESISTANCE  TO  RUTHLESS  REGIME”- 

Q  What  about  the  Vietnamese— do  they  think  the  war  has 
been  too  destructive?  Do  they  think  it  all  worthwhile? 

A  Of  course,  the  Vietnamese  themselves  can  best  answer 
this  question.  It  is  clear  there  has  been  great  and  prolonged 
suffering  from  the  war  and  there  is  a  deep  yearning  for 
peace.  However,  I  believe  the  South  Vietnamese  by  their 
record  of  sacrifice  and  resistance  have  clearly  shown  that  they 
do  not  want  to  submit  to  the  ruthless  regime  of  Hanoi. 

Q  Do  the  South  Vietnamese  want  all  Americans  to  leave 
as  quickly  as  possible? 

A  Again,  the  Vietnamese  should  speak  for  themselves  on 
this  question.  I  believe  they  are  grateful  for  American  help 
in  their  struggle  and  want  our  continued  material  and  moral 
support.  Over  the  past  two  or  three  years,  they  have  enor¬ 
mously  expanded  their  military  forces  and  now  have  a  for¬ 
midable  military  establishment.  There  is  popular  confidence 
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Saigon’s  Army  is  now  a  ‘‘formidable  military  establishment,” 
says  Mr.  Bunker.  ‘‘South  Vietnam  has  a  reasonably  good 
chance  to  hold  against  any  effort  that  Hanoi  can  mount.” 

in  the  fighting  ability  of  their  forces.  They  now  accept  the 
measured  redeployment  of  our  forces  without  alarm  and  have 
taken  over  the  major  share  of  the  fighting. 

Q  Mr.  Ambassador,  about  the  presidential  election  that  is 
to  be  held  here  this  October— what’s  at  stake? 

A  This  election  will  be  of  particular  significance.  It  will 
be  a  test  of  the  constitutional  system  adopted  in  1967,  and 
it  comes  at  a  critical  point  in  Vietnam’s  history.  The  next 
four  years  will  be  fateful  ones  in  determining  Vietnam’s 
future.  The  man  who  leads  the  country  during  that  period' 
will  hold  much  of  that  future  in  his  hands. 

Vietoam  has  already  made  remarkable  progress  during  the 
past  few  years,  but  its  political  system  is  still  in  the  process 
of  development.  And  continued  growth  politically  and  eco¬ 
nomically— and  it  goes  without  saying,  continued  govern¬ 
mental  stability,  particularly  as  our  level  of  support  is  re¬ 
duced— is  essential  if  Vietnam  is  to  remain  a  viable  nation. 

Q  Would  you  expect  any  radical  changes  in  basic  poli¬ 
cies  if  President  Thieu  loses  the  election? 

A  This  is  a  difficult  one  to  answer  because  we  do  not  yet 
know  how  many  candidates  there  will  be,  who  they  will  be 
or  how  they  will  define  the  issues.  I  think  it  is  safe  to  say, 
however,  that  no  matter  who  is  elected,  radical  changes  in 
basic  policies  are  unlikely. 

Q  Would  another  President,  one  more  committed  to  a 
“peaceful  solution,”  be  more  acceptable  to  Hanoi?  Would 
that  pave  the  way  for  peace  negotiations? 

A  I  think  it  is  reasonable  to  assume  that  Hanoi  would  ul¬ 
timately  refuse  to  deal  with  any  South  Vietnamese  official 
who  would  not  accept  Communist  terms  for  a  settlement  of 
the  war.  After  all.  President  Thieu  is  committed  to  a  peace¬ 
ful  solution  to  the  war. 

The  crucial  point  is  that  he  refuses  to  accede  to  a  peace 
formula  which  would  amount  to  the  capitulation  of  the  Sai¬ 
gon  Govermnent  and  an  abridgement  of  the  rights  and  free¬ 
dom  of  the  South  Vietaamese  people.  At  the  present  time,  I 
do  not  think  any  of  the  major  presidential  contenders  in 
South  Vietnam  would  really  l)e  acceptable  to  Hanoi,  since 
none  of  them  would  accept  peace  terms  that  would  mortgage 
irretrievably  the  power  and  the  independence  of  the  South 
Vietnamese  Government.  [end] 
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Sears  Steel-Belted  Radials. 

Th^  ran  the  Beja  Race 
without  a  failure.  832 
murderous  miles  of  rocks, 
ruts  and  cactus. 


impact  strength,  and 
mileage  than  just  about 
any  other 
passenger-car  tire. 

Yes,  we  said  mileage, 
too.  Over  70,000 

miles  in 
actual  test. 
More  than 
the  best 
tires,  made 
by  the  14 
leading 
manufac¬ 
turers,  that 
we  tested: 
conventional 
tires, 

fiber  glass 
belted  tires— even  radials. 

Sears  Steel-Belted 
Radials  cost  a  little  more. 
But  that  little  goes 


The  Baja  is  where  they 
run  one  of  the  most 
brutal  races  in  the  world. 
Over  one  of  the  most 
brutal  race  courses  in 
the  world. 

832  miles  through 
the  Mexican  Baja 
peninsula.  832  miles  of 
blistering,  slamming, 
tire-shredding  rocks, 
ruts,  and  cactus. 

They  call  it  the  Baja 
1000.  We  call  it  the 
ultimate  road  test. 

This  year,  the  cars  that 
won  first  place  in  three 
different  classes  ran  all 
the  way  on  Sears  Steel- 
Belted  Radial  Tires. 

All  three  winners 


a  long,  long  way.  And  if 
that's  not  enough  to 
keep  your  budget  happy, 
you  can  use  Sears 
Easy-Payment  Plan. 

Sears  Steel-Belted 
Radial  Tire.  The  tire  that 
beat  the  Baja. 

Only  at  Sears, 

Roebuck 
and  Co. 


Sears 


broke  all  existing  records. 

And  altogether  ten 
cars  running  on  Sears 
Steel-Belted  Radials 
finished  in  the  money. 

Impressive?  We'd  say 
so.  Especially  when  you 
stop  to  think  that  these 
are  the  same  Steel- 
Belted  Radial  Tires  that 
Sears  sells  for 
cars  like  yours. 
Braced  with 
flexible  steel 
belts  under 
the  tread, 
for  more 
traction. 


Tire  and  Auto  Center 

Where  you  buy  tires 
with  confidence. 


Yesterday  we  talked  to  a  food  com-  We’re  Otis.  A  relatively  new  name  We’ll  design,  manufacture  and 
pany  about  the  cost  of  running  a  in  automatic  warehousing.  But  a  install  an  automatic  warehouse, 
regional  warehouse.  Today  we’re  name  well  known  to  almost  everyone  anywhere.  We’ll  maintain  the  entire 
talking  to  a  machine  tool  manufac-  in  the  world— for  engineering,  manu-  system  with  the  world’s  largest  man- 
turer  about  space  for  parts  storage,  factoring,  installation  and  mainte-  ufacturer’s  service  organization. 
Tomorrow  we  have  a  date  tOj, see  a  nance  of  systems  that  move  people  We’re  ready  to  talk  to  you  about 
frozen  food  maker  who's  having  and  things.  And  that's  what  autb-  automatic  warehouses  from  the  sim- 
trouble  getting  people  to  work  in  the  matic  warehousing  is  all  about . . .  plestto  a  push-button,  computer-con- 
cold  room.  moving,  storingandretrievlngthings.  trolled  facility. 

We’re  used  to  talking  about  things  You  see,  Otis  has  a  systems  ap^  If  you  haven’t  H 

like  saving  space,  reducing  labor  proach  to  automatic  warehousing  talked  to  us,  you  H 
costs,  eliminating  paperwork  and  that  combines  computer-age,  eleva-  may  be  building 
reducing  pilferage  and  product  tor  know-how  with  stacker  crane  too  much  ware- 
damage.  technology.  house,  HAS  A  SYSTEM 


For  more  information  on  Otis  automatic  warehouses  write  on  your  letterhead  to: 
Otis  Elevator  Company,  Dept.  S7, 260  Eleventh  Avenue,  New  York,  New  York  10001. 


This  warehouse  could 
have  been  70%  smaller 
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WAR  POLICY-HISTORIC  VOTE 


The  Senate— in  an  act  with¬ 
out  parallel— has  moved  dra¬ 
matically  to  curb  the  Presi¬ 
dent’s  war  powers.  It  raises  an 
issue  that’s  far  from  settled. 

In  an  unprecedented  move,  a  majority 
of  the  U.  S.  Senate  voted  on  June  22  to 
tell  the  President  how  to  conduct  strate¬ 
gy  as  Commander-in-Chief  of  the  na¬ 
tion's  armed  forces. 

A  Senate  declaration,  approved  57 
to  42,  would  make  it  “the  policy  of  the 
United  States”  that  a  deadline  be  set 
for  withdrawal  of  U.  S.  forces  from  Indo- 
China  not  later  than  nine  months  after- 
enactment  of  the  measure— if  U.  S.  war- 
prisoners  are  freed  in  that  time. 

Earlier,  pro-Administration  forces  in 
the  Senate  succeeded  by  only  one  vote 
in  killing  a  move  to  cut  off  funds  for 
the  war  if  the  President  didn’t  comply. 
This,  had  it  passed,  worrld  have  raised 
a  direct  constitutional  confrontation. 

White  House  reaction  to  even  the 
lesser  confrontation  between  the  exec¬ 
utive  and  legislative  branches: 

•  The  Senate  has  no  power  to  com¬ 
mand  the  Chief  Executive  in  his  direc¬ 
tion  of  the  armed  forces  or  in  his  con¬ 
duct  of  foreign  policy— so  its  action  is 
not  binding  on  the  President. 

•  Any  withdrawal  deadline  would  “irr- 
hibit”  negotiations  in  Paris.  Not  orrly 
that:  The  declaration  ignores  a  key  Ad¬ 
ministration  goal— that  the  Saigon  regime 
be  able  to  defend  itself  before  the 
U.  S.  ends  its  combat  role. 

Mr,  Nixon,  it  was  made  clear,  will 
continue  to  follow  his  present  policy. 

Some  congressional  leaders  agreed 
that  the  President  has  the  constitutional 
right  to  ignore  the  declaration.  They  also 
realize  it  faced  a  possible  turndown  by 
House  members,  and  might  never  reach 
the  President’s  desk. 

Victory  for  "'doves."  Still,  it  was 
counted  as  the  biggest  success  so  far 
for  forces  on  Capitol  Hill  seeking  some 
legislative  lever  in  bringing  an  early 
end  to  the  war. 

Senator  George  S.  McGovern  (Dem.), 
of  South  Dakota,  said  the  Senate  action 
was  a  “clear  repudiation  of  the  Admin¬ 
istration’s  so-called  ‘Vietnamization’  for¬ 
mula.”  He  added: 

“It  serves  notice  on  the  President 
that,  if  he  continues  to  pursue  that 
course,  he  will  do  so  in  defiance  of  a 
strong  majority  in  the  Senate.” 

Draft  amendment.  The  declaration 
was  adopted  as  an  amendment,  sub¬ 


mitted  by  Majority  Leader  Mike  Mans¬ 
field  of  Montana,  to  a  bill  to  extend 
the  Selective  Service  Act,  due  to  ex¬ 
pire  June  30.  Its  chief  provisions  are  set 
out  in  the  box  on  this  page. 

The  Mansfield  proposal  was  far  less 
stringent  than  one  it  was  substituted 

- \ 

“TO  TERMINATE... 
ALL  MILITARY 
OPERATIONS . . . 

IN  INDO'CHINA“ 

The  Mansfield  end-the-war 
amendment,  adopted  by  the 
Senate  57  to  42  June  22,  says: 

“It  is  hereby  declared  to  be 
the  policy  of  the  United  States 
to  terminate  at  the  earliest  prac¬ 
ticable  date  all  military  opera¬ 
tions  of  the  United  States  in  In- 
do-China,  and  to  provide  for  the 
prompt  and  orderly  withdrawal 
of  all  United  States  military 
forces  not  later  than  nine  months 
after  the  date  of  enactment  of 
this  section  subject  to  the  re¬ 
lease  of  all  American  prisoners 
of  war  held  by  the  Government 
of  North  Vietnam  and  forces 
allied  with  such  Government.” 

To  implement  that  policy,  the 
amendment  urges  the  President 
to: 

•  Establish  a  final  date  for 
withdrawal,  contingent  upon  the 
release  of  POW’s,  within  the 
nine-month  deadline. 

•  Negotiate  with  Hanoi  for 
an  immediate  cease-fire. 

•  Negotiate  with  Hanoi  for 
“phased  and  rapid  withdrawals” 
of  U.  S.  forces  in  exchange  for 
“a  corresponding  series  of 
phased  releases  of  American 
prisoners  of  war.” 
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Senator  Mansfield 
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for,  which  earlier  was  outmaneuvered 
in  the  Senate  by  the  one-vote  margin 
of  50  to  49.  That  action  would  have 
cut  off  all  funds  for  the  war  within 
the  next  nine  months— provided  there  was 
a  “firm  commitment”  for  freeing  POW’s. 

Immediately  challenged  by  the  Ad¬ 
ministration  was  the  section  of  the  Mans¬ 
field  declaration  that  urged  the  Presi¬ 
dent  to  negotiate  a  cease-fire.  Govern¬ 
ment  spokesmen  said  they  had  been 
trying  to  do  just  that  for  months— with 
no  response  from  Hanoi. 

Paris  proposals.  Two  days  after 
the  historic  Senate  vote,  U.  S.  Ambas¬ 
sador  David  K.  E.  Bruce  told  the  Paris 
peace  conference  the  U.  S.  was  ready  to 
start  bargaining  on  these  issues : 

•  A  “cease-fire  in  place”  throughout 
Indo-Ghina. 

•  An  Indo-Ghina  peace  conference. 

•  An  agreed  timetable  for  complete 
troop  withdrawals,  including  the  pull¬ 
out  of  all  U.  S.  forces,  as  part  of  an 
over-all  settlement. 

•  The  immediate  and  unconditional 
release  of  all  prisoners  of  war  lield  by 
both  sides. 

U.  S.  officials  said  there  was  no  ap¬ 
parent  softening  of  the  Hanoi  attitude. 

One  aide  commented: 

“The  President  called  for  an  immedi¬ 
ate  cease-fire  as  one  of  a  five-point  pro¬ 
posal  on  Oct.  7,  1970.  But  the  Gommu- 
nists  have  repeatedly  refused  to  agree 
until  the  U.  S.  pledges  to  withdraw  all 
its  forces  and  war  materiel.” 

The  Senate  amendment,  it  was  noted, 
makes  the  prisoners  of  war  the  one 
prime  issue.  But,  here  again,  officials 
said  release  of  the  POW’s  has  long  been 
a  major  goal  of  the  Nixon  Administration. 

As  of  June  12,  the  Defense  Depart¬ 
ment  listed  378  prisoners  of  war  cap¬ 
tured  by  the  North  Vietnamese,  82  cap¬ 
tured  by  the  Viet  Gong  in  South  Viet¬ 
nam  and  3  taken  in  Laos. 

The  North  Vietnamese,  meanwhile, 
say  that  they  hold  339  U.  S.  POW’s,  that 
they  have  released  9  others  and  that  20 
more  have  died  in  captivity.  That  is  a 
total  of  368— or  10  fewer  than  the  De¬ 
fense  Department  figure. 

In  addition,  1,158  Americans  are 
counted  as  missing  in  action— 405  in 
North  Vietnam,  50.5  in  South  Vietnam 
and  248  in  Laos. 

Hanoi's  stand.  U.  S.  sources  say 
that  North  Vietnam  could  score  a  major 
propaganda  coup  by  unilaterally  be¬ 
ginning  a  phased  release  of  the  POW’s, 
but  that  it  is  unlikely  because  of  the 
high  value  the  prisoners  have  as  a  bar¬ 
gaining  counter  in  peace  talks. 
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BEHIND  THE  UPSURGE 
IN  BANK  ROBBERIES 


A  new  generation  of  bandits 
—including  many  teen-age  drug 
addicts— set  a  holdup  record 
last  year.  One  result:  huge  out¬ 
lays  by  banks  for  protection. 

All  across  the  land  evidence  is  piling 
up  that  bank  robberies  in  the  U.  S. 
have  reached  an  epidemic  level. 

From  the  Federal  Bureau  of  Investi¬ 
gation  comes  ofRcial  word  that  1970 
produced  a  new  record— 2,331  bank  rob¬ 
beries  in  a  single  year.  Just  10  years 
before,  the  total  was  488. 

Main  targets  are  small  branch  and 
suburban  banks— but  not  even  the  larg¬ 
est,  most  stoutly  defended  are  immune. 

Costs  to  financial  institutions  are  tre¬ 
mendous  not  only  in  stolen  cash,  which 
runs  into  the  millions,  but  in  burgeon¬ 
ing  payrolls  for  armed  guards  and  elab¬ 
orate  electronic  protection. 

While  employe  morale  has  held  up 
remarkably  well  in  the  face  of  the 
threats  from  armed  robbers,  banks  in 
some  instances  have  been  forced  to  close 
their  branch  offices  located  in  high-crime 
communities. 

On  the  criminal  side.  For  robbers, 
holding  up  banks  has  become  a  big-risk 
enterprise— with  the  arrest  and  convic¬ 
tion  rates  in  most  cities  ranging  up¬ 
ward  from  75  per  cent.  This  apparently 
does  not  deter  what  many  police  chiefs 
describe  as  the  “new  style”  of  bank 
robbers. 

In  cities  such  as  Washington,  Atlanta, 
New  York  and  Detroit,  police  report  a 
growing  number  of  robbers  are  dmg- 
addicted  amateurs.  Many  are  in  their 
teens  and  early  20s. 

Capt.  William  Humphrey,  head  of 
the  Washington,  D.  C.,  robbeiy  squad, 
summed  up  the  feelings  of  many  East 
Coast  officers  in  these  words; 

“What  we  are  raising  is  a  new  gen¬ 
eration  of  bank  robbers.  They  are  young 
and  immature— capable  of  trying  any¬ 
thing.  The  old  pros  were  cooler.” 

Joseph  Barr,  president  of  Washington’s 
American  Security  &  Trust  Company 
and  former  Secretaiy  of  the  Treasury, 
told  “U.  S.  News  &  World  Report”: 

“What  we  have  in  large  measure  are 
amateurs  tiying  to  support  a  drug  habit. 
That  is  why  we  and  the  other  banks  are 
supporting  the  methadone  centers.” 

Methadone  is  an  inexpensive  substi¬ 


tute  for  heroin.  It  eases  the  craving  for 
“hard  stuff”  and  is  widely  dispensed  in 
clinics  to  help  dmg  addicts  satisfy  the 
habit. 

In  Los  Angeles,  Chicago,  Houston 
and  San  Francisco,  the  drug-addicted 
bank  robber  appears  to  be  less  of  a 
problem  chiefly  because,  officials  say, 
the  dmg  addicts  bent  on  crime  have 
found  “easier”  targets,  such  as  liquor 
stores. 

Parole  criticism.  A  “U.  S.  News  & 
World  Report”  survey  finds  also  that 
there  is  considerable  bitterness  among 
bankers  and  law-enforcement  officers  at 
the  ease  with  which  many  robbers  ob¬ 
tain  bail  and  parole. 

FBI  Director  J.  Edgar  Hoover  com¬ 
plained  to  Congress  in  March  about  “un¬ 
realistic  and  unworkable  parole,  pro¬ 
bation  and  related  leniency  policies 
which  all  too  frequently  .  .  .  result  in 
new  tragedy  and  sorrow  to  innocent, 
law-abiding  citizens.” 

Mr.  Hoover  continued: 

“Illustrating  the  ease  with  which  crim¬ 
inal  offenders  can  regain  their  liberty  is 
a  case  involving  three  men  charged  with 
the  gunpoint  robbery  of  a  Washington, 
D.  C.,  bank  on  March  5,  1970.  Two  of 
the  alleged  robbers  were  arrested  that 
night  in  Baltimore,  Md.,  for  possession  of 
a  large  quantity  of  narcot¬ 
ics.  Both  were  promptly 
identified  as  participants  in 
the  Washington  bank  rob¬ 
beiy  and  a  check  of  the 
records  reflected  one  had 
been  previously  convicted, 
along  with  three  other  in¬ 
dividuals,  for  the  holdup  of 
another  Washington  bank 
in  April,  1967.  He  had 
pleaded  guilty  and  was 
given  a  lO-year  sentence  in 
February,  1968.  In  Decem¬ 
ber,  1968,  less  than  a  year 
later,  he  was  released  on 
parole.” 

Washington  Police  Cap¬ 
tain  Humphrey  notes  there 
are  so  many  convicted  crim¬ 
inals  that  the  correctional 
institutions  “just  don’t  have 
any  place  to  keep  them.” 

Police  make  the  point 
that  the  average  citizen 
often  fails  to  realize  that 
the  cost  of  criminal  activ¬ 
ity  is  passed  along  to  him. 

It  affects  interest  rates 


charged  on  loans  and  the  interest  paid 
on  savings  accounts— and  the  dividends 
to  stockholders. 

Lawmakers'  demands.  Congress,  con¬ 
cerned  over  the  constantly  rising  number 
of  robberies  and  the  danger  to  human 
life,  enacted  legislation  in  1968  requir¬ 
ing  the  approximately  14,000  banks  and 
5,000  other  federally  insured  financial 
institutions  in  the  U.  S.  to  provide  ad¬ 
ditional  protection  for  the  more  than 
40,000  offices  they  maintain. 

As  a  result,  since  implementation  of 
the  law  began  in  1969,  banks,  credit 
unions  and  savings  and  loan  associations, 
have  spent— or  are  in  the  process  of 
spending— at  least  100  million  dollars 
on  vaults,  alarm  systems,  television-sur¬ 
veillance  equipment  and  bullet-resistant 
glass  barriers.  Some  think  the  estimate  is 
probably  low.  In  any  case,  it  does  not 
include  the  cost  of  additional  bank 
guards. 

In  2/2  years,  protection  costs  for  the 
30  offices  in  the  District  of  Columbia 
operated  by  the  American  Security  & 
Trust  Company  have  jumped  by  1  mil¬ 
lion  dollars. 

The  First  National  Bank  of  Chicago, 
which  maintains  a  125-man  special  po¬ 
lice  force,  spent  approximately  1.5 
million  dollars  installing  an  elaborate 
television-surveillance  system. 

To  place  an  alarm  system  in  a  small 
branch  bank  costs  between  $3,000  and 
$4,000,  while  two  television  cameras  to 
scan  the  front  and  rear  doors  only  cost 
about  $2,500.  Many  banks  rent  the  cam¬ 
eras  for  $35  to  $75  a  month,  the  cost  de¬ 
pending  on  film  size. 


-FBI  Photo 

Hidden  cameras  “capture”  a  shotgun-armed  bandit 


and  accomplice  while  they  rob  a  bank  in  Maryland. 
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Since  the  “deductible”  clauses  in  loss- 
insurance  policies  are  at  a  high  level, 
the  nation’s  financial  institutions  are,  for 
all  practical  purposes,  meeting  the  rob¬ 
bery  losses  out  of  the  pockets  of  their 
stockholders  and  customers. 

Although  the  bank-robbery  rate  re¬ 
mains  excessive  despite  the  additional 
security  measures,  there  is  a  generally 
held  belief  among  police  that  without 
them  the  rate  would  be  astronomical. 

To  check  what  is  happening  across 
the  country,  “U.  S.  News  &  World  Re¬ 
port”  inteiwiewed  bankers  and  law-en¬ 
forcement  officers  in  eight  major  cities. 
The  findings; 

New  York  City— Ten  member  banks 
of  the  New  York  Clearing  House  As¬ 
sociation,  which  operate  800  branch  of¬ 
fices,  reported  208  robberies  in  1970, 
involving  the  loss  of  1.4  million  dollars, 
as  against  58  in  1969  and  the  loss  of 
half  a  million.  In  the  first  five  months 
of  this  year,  there  have  been  33  rob¬ 
bery  incidents,  resulting  in  the  loss  of 
$173,000. 

An  FBI  spokesman  said  at  least  half 
those  arrested  for  the  crimes  were  “hard” 
drug  users,  although  “there  is  still  a  per¬ 
centage  of  sophisticated  jobs.” 

Last  November,  the  New  York  banks 
underwrote  advertisements  in  all  the 
city’s  newspapers  showing  the  faces  of 
six  men,  each  photographed  while  rob¬ 
bing  a  bank.  A  reward  of  $10,000  was 
offered  for  the  arrest  and  conviction  of 
each.  By  June  1,  five  of  the  six  had 
been  arrested. 

The  New  York  banks  borrowed  the 
idea  from  California’s  Bank  of  America, 
which  has  been  using  the  advertising 
route  for  the  solution  of  bank  robberies 
since  1968. 

This  resort  to  newspaper  ads  illus¬ 
trates  the  identification  problem  con¬ 
fronting  police  when  amateurs  take  up 
bank  robbery.  Generally,  they  are  un¬ 
known  to  the  professionals  of  the  under¬ 
world  as  “bankmen”— and  unfamiliar  to 
the  underworld  tipsters.  There  is  no 
identifiable  pattern  to  their  operations 
even  though  they  may  have  arrest  rec¬ 
ords  for  other  crimes.  In  short,  identi¬ 
fication  of  the  amateur  is  difficult;  hence 
the  need  to  appeal  to  the  public 
through  the  newspapers. 

Washington— The  nation’s  capital  is 
the  bank-robbery  center  of  the  country. 

Two  banks  in  Washington,  for  ex¬ 
ample,  suffered  six  robberies  of  branch 
offices  in  eight  working  days. 

The  main  office  of  one  of  these  banks 
is  across  the  street  from  the  Treasury 
Department  and  one  block  from  the 
White  House.  It  has  been  robbed  twice 
in  the  past  five  months. 

Between  January  1  and  mid-June, 
there  have  been  58  robberies  of  financial 
offices,  compared  with  29  in  all  1970. 


Police  describe  the  situation  as  “war,” 
and  maintain  rotating  “stakeouts”  daily 
in  100  of  the  360  bank  offices  in  the 
District  of  Columbia.  They  think  about 
80  per  cent  of  the  robberies  are  com¬ 
mitted  by  drug  addicts. 

One  robbery  of  a  savings  and  loan 
association  resulted  in  the  death  of  a 
policeman  and  the  wounding  of  a  man 
subsequently  charged  with  murder  and 
robbery.  A  man  and  a  woman  were 
also  arrested  and  the  woman  turned  out 
to  be  the  21-year-old  daughter  of  former 
Deputy  Mayor  Thomas  W.  Fletcher. 

One  indication  of  the  high  risk  run  by 
the  robbers  is  the  fact  that  all  the  1970 
bank-robbery  cases  were  “cleared  from 
the  docket”  and  the  conviction  rate  was 
98  per  cent.  The  police  believe  they 
will  do  nearly  as  well  in  1971. 

Two  stories  illustrate  the  ineptness 
of  Washington  bank  robbers  and  the 
casualness  with  which  they  view  their 
acts. 

In  early  June  two  men  robbed  a  bank 
of  $1,200  and  then  sought  to  flee— by 
bus.  They  were  arrested  as  they  stepped 
from  the  bus  in  front  of  the  White 
House. 

W.  Jarvis  Moody,  executive  vice  pres¬ 
ident  of  American  Security,  tells  the 
second  story: 

“One  of  our  young  girl  tellers  at  a 
branch  bank  was  held  up.  The  robber 
escaped,  but  was  caught  almost  immed¬ 
iately.  Two  weeks  later  she  looked  up 
from  her  cage  and  there  was  the  same 
guy. 

“She  dropped  to  the  floor  in  a  panic 
and  pushed  all  the  alarm  buttons.  After 
a  long  while  she  stood  up  and  there 
was  the  guy  waiting  for  the  furor  to  die 
down.  The  conversation  went  something 
like  this : 

“  ‘Aren’t  you  the  same  man  who 
robbed  me  two  weeks  ago?’ 

“  ‘Oh,  sure.  I’m  out  on  bond.  I’ve  got 
a  severance-pay  check  here  from  the 
place  where  I  worked  that  I  need  to 
cash,  and  I  figure  you  are  the  only  one 
in  the  place  who  can  identify  me.’  ” 

Atlanta— This  Southern  city  provides 
an  almost  perfect  example  of  the 
“guard  vs.  no-guard  debate”  going  on 
among  bankers  around  the  nation. 

During  the  first  five  months  of  this 
year,  the  FBI  recorded  18  robberies— 
two  involving  gunplay— compared  with 
32  in  all  of  1970  and  12  in  1969.  Here 
again,  police  say,  about  75  per  cent  of 
the  robbers  are  drug  addicts. 

Against  that  background,  the  two 
major  banks  in  Atlanta  take  opposite 
views  of  the  guard  issue:  One  will  not 
use  guards  inside  its  lobbies,  the  other 
has  a  force  of  24,  plus  a  roving  patrol. 

After  a  bank  guard  was  killed  in  a 
holdup  in  1961,  the  Citizens  &  Southern 
(continued  on  next  page) 
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A  RECORD  NUMBER 
OF  ^^INSIDE  JOBS** 

Bank  holdups  get  the  head¬ 
lines.  But  far  more  costly  to 
financial  institutions  are  what 
police  call  “white  collar”  crimes. 

These  are  embezzlements, 
thefts  of  securities,  other  “in¬ 
side  jobs.”  They  increased  at 
a  rate  of  more  than  100  per 
cent  in  1970,  setting  an  all- 
time  record. 

Latest  reports  from  the  Fed¬ 
eral  Bureau  of  Investigation 
place  the  number  of  these 
crimes  at  4,125  last  year,  with 
73  million  dollars  stolen. 

In  1969,  there  were  fewer 
than  2,000  such  offenses,  with 
a  loss  of  33  millions. 

One  result  has  been  a  sharp 
increase  in  the  cost  of  loss-in¬ 
surance  policies.  For  some  large 
banks,  premium  costs  have 
tripled  in  two  years. 

Further,  banks  are  being 
forced  to  absorb  a  larger  pro¬ 
portion  of  the  losses. 

Three  years  ago,  for  example, 
most  banks  and  other  financial 
institutions  absorbed  losses  on¬ 
ly  on  the  first  few  hundred  dol¬ 
lars.  Now  the  figure  is  more 
likely  to  range  between  $5,000 
and  $50,000.  Some  banks  have 
loss-insurance  policies  requir¬ 
ing  them  to  accept  losses  of 
$100,000  and  more. 

One  New  York  bank  is  pay¬ 
ing  an  annual  insurance  pre¬ 
mium  of  1  million  dollars  and 
meeting  the  first  $250,000  of 
loss  out  of  its  own  funds,  says 
American  Bankers  Association. 


BANK  ROBBERIES 

[continued  from  preceding  page] 

National  Bank  and  its  affiliates  aban¬ 
doned  the  use  of  special  police.  In  the 
summer  of  1970,  however,  it  began  us¬ 
ing  off-duty  policemen  for  surveillance 
outside  the  bank. 

During  the  first  five  months  of  this 
year,  the  bank  has  had  seven  robberies 
among  its  55  branch  offices,  compared 
with  11  in  all  of  1970. 

The  Trust  Company  of  Georgia  has 
long  employed  armed  guards  inside  its 
lobbies  and  now  has  a  force  of  24,  plus 
patrols,  to  protect  its  21  offices.  The 
bank  has  had  no  robberies  this  year  and 
only  four  in  the  past  16  years. 

Many  bankers  are  convinced  that  the 
presence  of  guards  is  a  deterrent  to 
would-be  robbers.  Others  are  equally 
convinced  that  the  presence  of  armed 
guards  invites  a  shootout  with  trigger- 
happy  bandits,  thus  endangering  custom¬ 
ers  and  employes. 

There  have  been  instances  when  rob¬ 
bers,  unable  to  reach  and  disarm  the 
bank  guards,  have  seized  hostages.  The 
involvement  of  customers  and  the  at¬ 
tendant  liability  for  their  safety  are  a 
continuing  nightmare  for  bankers. 

Chicago— Bank  robberies  have  aver¬ 
aged  about  40  a  year  for  the  past  10 
years,  except  in  1965  when  the  total 
soared  to  62.  Only  14  robberies  have 
been  attempted  in  the  first  five  months 
of  this  year. 

Illinois  law  prohibits  branch  banking, 
and  the  main  banks  here  resemble  for¬ 
tresses  manned  by  small  private  armies. 

Samuel  Bray,  director  of  security  at 
the  Continental  Illinois  National  Bank  & 
Trust  Company,  said,  “Smart  people 
don’t  rob  banks  any  more.” 

One  major  bank  reported  its  last  rob¬ 
bery  was  15  years  ago  and  then  “the 
robber  couldn’t  get  away  in  the  heavy 
traffic.” 

Detroit— Bankers  here  look  back  to 
the  “peaeeful”  days  of  1965  when  there 
were  only  36  bank  robberies.  The  num¬ 
ber  doubled  in  1966  and  then  soared  to 
108  in  1969.  There  was  a  slight  decline 
in  1970  to  91.  Through  the  first  five 
months  of  1971,  there  have  been  41 
holdups. 

FBI  spokesmen  estimated  that  90  per 
cent  of  the  bank  robberies  in  the  city 
are  committed  by  drug  users,  a  trend 
that  developed  three  years  ago.  About 
75  per  cent  of  those  taken  into  custody 
had  been  arrested  previously  on  felony 
charges. 

Houston— Only  four  bank  robberies 
were  recorded  between  January  1  and 
June  1— and  three  have  been  solved.  In 
1970  there  were  23,  compared  with  19 
in  1969. 


Capt.  B.  K.  Johnson  of  the  Houston 
police  department  characterized  modern 
Texas  bank  robbers  as  “nuts”  and  “ama¬ 
teurs,”  an  opinion  supported  by  a  bank 
official  who  related  these  anecdotes: 

“A  patient  at  a  Veterans’  Administra¬ 
tion  hospital  followed  a  maintenance  man 
into  our  main  bank  vault.  When  he  told 
the  maintenance  man  it  was  a  stick-up, 
the  bank  employe  picked  up  a  sack  of 
pennies,  hit  the  robber  over  the  head 
and  captured  him. 

“Another  time,  a  man  robbed  a  teller 
in  the  main  lobby  and  might  have  got 
away  except  he  was  so  nervous  he  col¬ 
lapsed  as  he  was  coming  out  the  door. 
Only  kooks  rob  banks  these  days.” 

Like  Illinois,  Texas  prohibits  branch 
banking,  with  the  result  that  retail  stores 
keep  large  amounts  of  cash  on  hand. 
This  makes  them  more  attractive  than 
banks  to  many  would-be  robbers  be¬ 
cause  of  the  smaller  risks. 

San  Francisco— Bank  robbery  ap¬ 
pears  to  have  reached  a  plateau  in  the 
Bay  Area  division  of  the  FBI,  which 
stretches  from  Monterey  to  the  Oregon 
border.  The  total  of  holdups  or  attempts 
has  been  approximately  130  a  year  for 
the  past  three  years. 

Lt.  Con  Murphy  of  the  police  depart¬ 
ment’s  robbery  detail  reports  that,  of  the 
bank  robbers  still  working,  “not  many 
are  drug  addicts,  but  usually  they  seem 
to  have  some  kind  of  criminal  record.” 

The  Bank  of  America,  which  operates 
991  branch  offices  in  California,  has 
achieved  a  dramatic  30  per  cent  drop  in 
robberies  in  three  years— 234  to  163. 

It  not  only  employs  the  standard 
alarm  and  surveillance  systems,  but  ad¬ 
vertises  its  “wanted”  bank  robbers  in 
local  newspapers.  Further,  it  hires  off- 
duty  policemen,  highway  patrolmen  and 
sheriff’s  deputies  as  part-time  tellers. 
Between  90  and  100  policemen  are 
working  at  bank  jobs  in  San  Francisco. 

Police  Sgt.  Bill  McCarthy  said: 

“Our  officers  are  liked  at  the  bank. 
They  give  the  other  employes,  especially 
the  girl  tellers,  a  sense  of  confidence. 
They  are  good  at  spotting  bad  checks 
and  they  are  always  watching  for  peo¬ 
ple  whose  pictures  they  have  seen  as 
‘wanted’  at  the  station.” 

Los  Angeles— Bank  robberies  have 
declined  from  a  peak  of  245  in  1967 
to  156  in  1970  as  the  financial  institu¬ 
tions  stepped  up  their  security  measures 
against  bandits. 

Capt.  Robert  C.  Perry  of  the  pofice 
department’s  robbery  and  homicide  di¬ 
vision  says: 

“The  branches  are  the  targets,  not  the 
main  offices.  With  more  than  800  branch 
banks  in  Los  Angeles,  we  are  particular¬ 
ly  vulnerable.” 

More  on  violence  in  cities,  p.  45. 
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FROM  BURGER:  A  CALL  FOR  ACTION 
TO  STOP  FREEING  THE  GUILTY 


The  Chief  Justice  steps  into 
an  old  controversy.  In  rare  ac¬ 
tion  for  one  in  his  position,  he 
suggests  a  law  to  admit  evi¬ 
dence  now  barred  from  trials. 

Chief  Justice  Warren  E.  Burger  says 
it  is  time  for  courts  to  quit  setting 
guilty  criminals  free  just  because  police 
erred  in  their  methods  of  gathering 
evidence. 

Two  cases  decided  by  the  U.  S.  Su¬ 
preme  Court  on  June  21  stirred  Mr.  Bur¬ 
ger  to  comments  unusual  from  the  High 
Bench.  He  not  only  urged  Congress  to 
do  something  about  the  problem  but 
suggested  the  kind  of  law  Congress 
might  pass. 

That  law,  Mr.  Burgei-  said,  should: 

•  Provide  penalties  against  law-en¬ 
forcement  officials  who  violate  the  law. 

•  But  also  direct  that  “no  evidence 
otherwise  admissible  shall  be  excluded 
from  any  criminal  proceedings  because 
of  violation  of  the  Fourth  Amendment.” 

That  Amendment  is  the  one  which 
forbids  “unreasonable  searches  and  sei¬ 
zures”  and  requires  showing  of  “probable 
cause”  for  search  warrants. 

"Monstrous  price/'  The  Supreme 
Court  in  1914  ruled  that  evidence  ob¬ 
tained  by  improper  searches  should  be 
suppressed.  And  in  1961  this  rule  was 
extended  to  State  courts.  But  according 
to  Chief  Justice  Burger  this  rule  has 
“never  really  worked”  and  has  cost  “a 
monstrous  price.”  He  said: 

“Suppressing  unchallenged  truth  has 
set  guilty  criminals  free,  but  demon¬ 
strably  has  neither  deterred  deliberate 
violations  of  the  Fourth  Amendment  nor 
decreased  those  errors  in  judgment 
which  will  inevitably  occur  given  the 
pressures  inherent  in  police  work.  .  .  .” 

Mr.  Burger’s  comments  came  in  dis¬ 
sents  from  Court  rulings  which:  over¬ 
turned  a  New  Hampshire  murder  con¬ 
viction  on  the  ground  vital  evidence 
was  obtained  in  an  illegal  search;  held 
that  federal  agents  can  be  sued  for 
damages  if  they  conduct  unreasonable 
searches. 

In  the  New  Hampshire  case,  Mr. 
Burger  said:  “Here  again  the  Court 
reaches  out,  strains  and  distorts  rules 
which  were  showing  some  signs  of  stabi¬ 
lizing,  and  directs  a  new  trial  which 
will  be  held  more  than  seven  years 


after  the  criminal  acts  charged”— and 
“in  which  evidence  the  New  Hamp¬ 
shire  courts  found  relevant  and  reliable 
will  be  withheld”  from  the  jury. 

“It  is  hardly  sui-prising,”  Mr.  Burger 
said,  “that  such  results  are  viewed  with 
incomprehension  by  nonlawyers  in  this 
country  and  lawyers,  judges  and  legal 
scholars  the  world  over.” 

“Obviously,”  he  added,  “the  public 
interest  would  be  poorly  served  if  law- 
enforcement  officials  were  suddenly  to 
gain  the  impression,  however  erroneous, 


-USN&WR  Photo 

Chief  Justice  Burger;  ‘‘Again  the  Court 
reaches  out,  strains  and  distorts  rules.” 

that  all  constitutional  restraints  on  police 
had  somehow  been  removed.”  And  he 
said  he  did  not  propose  “that  we  aban¬ 
don  the  Suppression  Doctrine  until 
some  meaningful  alternative  can  be 
developed.”  However,  the  Chief  Justice 
suggested: 

“Reasonable  and  effective  substitutes 
can  be  formulated  if  Congress  would 
take  the  lead.  ...  I  can  only  hope  now 
that  the  Congress  will  manifest  a  will¬ 
ingness  to  view  realistically  the  hard 
evidence  of  the  half-century  history  of 
the  Suppression  Doctrine,  revealing  thou¬ 
sands  of  cases  in  which  the  criminal  was 
set  free  because  the  constable  blundered 


and  virtually  no  evidence  that  innocent 
victims  of  police  error  .  .  .  have  been  af¬ 
forded  meaningful  redress.” 

Representative  Emanuel  Celler 
(Dem.),  of  New  York,  chairman  of  the 
House  Judiciary  Committee,  commented 
that  “my  inclination  is  in  opposition”  to 
the  Chief  Justice’s  suggestion. 

Juvenile-court  ruling.  The  Supreme 
Court  also  on  June  21  held  that  juveniles 
accused  of  crime  may  be  tried  without 
juries.  This  is  the  practice  in  most  States. 
Ten  States  authorize  jury  trials  in  juve¬ 
nile  courts,  and  the  High  Court  said 
this  is  a  State’s  “privilege”  but  “not 
its  obligation.” 

By  a  6-to-3  vote,  in  an  opinion  written 
by  Justice  Harry  A.  Blackmun,  the  Court 
said  that  “too  often  the  juvenile-court 
judge  falls  far  short  of  that  stalw'art 
protective  and  communicative  figure 
the  system  envisaged.” 

However,  the  opinion  said,  requiring 
a  jury  “would  not  strengthen  greatly, 
if  at  all,  the  fact-finding  function”  of  a 
juvenile  court.  And  with  a  jury,  the 
opinion  warned,  a  juvenile  hearing 
might  be  changed  from  “an  intimate, 
informal  protective  proceeding”  into 
the  “clamor”  of  a  public  trial. 

Justice  William  O.  Douglas,  in  a 
dissenting  opinion,  contended  that: 

“Where  a  State  uses  its  juvenile-court 
proceedings  to  prosecute  a  juvenile  for 
a  criminal  act  and  to  order  ‘confine¬ 
ment’  .  .  .  then  he  is  entitled  to  the 
same  procedural  protection  as  an  adult.” 

The  High  Court,  in  several  previous 
rulings,  had  broadened  the  rights  of 
juveniles  to  provide  many  of  the  con¬ 
stitutional  guarantees  given  to  adults— 
such  as  the  right  to  a  lawyer  and  protec¬ 
tion  against  self-incrimination. 

This  latest  ruling  is  interpreted  by 
many  Court  observers  as  another  indica¬ 
tion  of  a  change  in  philosophy  by  the 
Court’s  majority  since  the  accession  of  two 
Ni.xon  appointees— Justices  Blackmun  and 
Burger— to  the  bench.  Joining  these  two 
in  the  majority  opinion  were  Justices 
John  Harlan,  Potter  Stewart  and  Byron 
R.  White.  Justice  William  J.  Brennan 
agreed  in  part. 

Wiretap  case.  The  Court  set  the 
stage  for  a  significant  ruling  at  its  next 
term,  beginning  in  the  autumn.  It  agreed 
to  decide  whether  the  Government 
may  engage  in  wiretapping  or  other 
electronic  surveillance  of  suspected  sub¬ 
versives  without  first  getting  approval 
from  a  court. 
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IF  BRITAIN  JOINS 
THE  COMMON  MARKET. . . 


Stiffer  competition  in  trade, 
added  pressure  on  the  dollar— 
only  two  of  the  problems  U.  S. 
may  soon  be  up  against  as  a 
“new”  Europe  takes  shape. 

LONDON 

A  period  of  painful  readjustment 
faces  the  United  States  now  that  the 
European  Common  Market  is  opening 
its  doors  to  Britain’s  entry. 

Once  the  6-nation  European  Econom¬ 
ic  Community  becomes  7— and  later  on, 
10— an  industrial  giant  second  only  to 
America  itself  will  arise.  In  store  for 
the  U.  S.  will  be  a  host  of  new  eco¬ 
nomic,  political  and  defense  problems. 
Experts  here  see  these  developments: 

•  Heated  disputes  between  the  new 
Europe  and  the  U.  S.  over  trade,  espe¬ 
cially  in  agricultural  products. 

•  Tough  bargaining  over  the  future 
shape  of  the  international  monetary  sys¬ 
tem  and  the  role  the  U.  S.  dollar  should 
play. 

•  Little  chance  that  an  enlarged  Com¬ 
mon  Market  will  be  able— or  willing— 
to  become  independent  of  America  for 
its  defense  and  thus  reduce  U.  S.  mili¬ 
tary  expenditures.  As  one  observer  puts 
it:  “Even  an  enlarged  Common  Market 
will  remain  a  military  ‘dwarf  for  the 
foreseeable  future,  certainly  well  into 
the  1980s.” 

•  Little  likelihood  of  a  real  break¬ 
through  toward  political  unity— a  Unit¬ 
ed  States  of  Europe.  The  Continent  is 


seen,  rather,  as  moving  toward  a  loose 
federation  of  largely  independent  na¬ 
tions,  which  would  be  no  great  rival  of 
the  U.  S.  for  world  power. 

Final  obstacles  to  Britain’s  admission 
into  the  EEC  were  overcome  on  June  23 
as  negotiators  for  Britain  and  the  Com¬ 
mon  Market— France,  West  Germany, 
Italy,  Belgium,  the  Netherlands  and 
Luxembourg— agreed  on  terms  that  cli¬ 
maxed  12  months  of  negotiation.  This 
outcome  was  in  sharp  contrast  to  Brit¬ 
ain’s  two  earlier  bids  for  admission. 
France,  under  the  late  President  Charles 
de  Gaulle,  had  vetoed  both  of  those, 
leaving  behind  a  residue  of  bitterness 
and  disappointment. 

When  Britain  will  formally  ratify  the 
new  agreement  is  uncertain.  Even 
though  polls  show  that  a  majority  of 
Britons  now  oppose  entry,  fearing  that 
their  country  will  be  “swallowed  up”  in 
an  enlarged  Europe,  Prime  Minister  Ed¬ 
ward  Heath  remains  confident  that  Par¬ 
liament  in  the  end  will  approve.  A  final 
vote  has  been  put  off  until  the  autumn 
to  give  the  Tory  Government  more  time 
to  muster  support. 

Waiting  list.  Awaiting  Britain’s 
decision  are  other  applicants— Denmark, 
Norway  and  Ireland.  Their  admission 
would  make  the  EEG  a  10-nation  group¬ 
ing.  Some  economists  see  as  many  as 
eight  other  European  countries  joining 
later  in  some  fashion. 

On  paper,  a  10-member  Market  will 
be  taking  a  gigantic  leap  toward  “catch¬ 
ing  up”  with  the  U.  S.  For  example: 

•  The  total  value  of  goods  and  serv¬ 
ices  produced  by  the  Market’s  255  mil¬ 


lion  people  exceeds  600  billion  dollars 
a  year.  That  is  60  per  cent  of  the  U.  S. 
output  and  vastly  larger  than  Russia’s. 

•  The  Ten  account  for  almost  one 
third  of  all  world  trade,  compared  with 
14  per  cent  for  the  U.  S.  West  Europe 
is  the  most  important  U.  S.  customer. 

•  The  enlarged  EEC  would  hold 
most  of  the  world’s  gold  and  foreign- 
exchange  reserves,  35  billion  dollars’ 
worth.  By  contrast,  U.  S.  holdings  come 
to  11  billion  dollars. 

In  reality,  however,  the  true  “power” 
of  even  a  10-nation  Market  is  limited. 
Europeans  retain  a  mutual  distrust  of 
one  another’s  motives.  Growing  econom¬ 
ic  and  social  problems  inside  each  mem¬ 
ber  nation  make  it  harder  to  pursue 
common  policies.  “Nationalism”  is  once 
again  becoming  a  respectable  word. 

All  this  leads  a  European  expert  on 
the  Gommon  Market  to  comment: 

“Ghances  are  small,  as  things  look  to¬ 
day,  that  Europe  in  the  1970s  will 
emerge  as  a  united  bloc  with  a  common 
political  will— and  strong  enough  to  chal¬ 
lenge  the  U.  S.  as  a  world  leader  in  the 
fields  of  trade,  finance  or  defense.” 

Still,  both  Europeans  and  Americans 
agree  that  the  impact  of  British  entry 
on  the  U.  S.  will  be  jarring.  From  London 
and  Gommon  Market  capitals  comes  this 
assessment  in  key  areas: 

OVER-ALL  TRADE.  Disputes  with 
the  U.  S.  seem  inevitable  as  Europeans 
knock  down  tariff  walls  among  them¬ 
selves  and  discriminate  against  U.  S.  ex¬ 
porters  and  other  “outsiders.” 

The  broader  EEC  is  expected  to  en¬ 
ter  into  preferential  trading  arrange- 


Divided  Britain.  Public’s  enthusiasm  for  Market  membership  has  waned.  But  Tory  Government  is  confident  of  final  approval. 
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ments  with  an  increasing  number  of 
non-European  countries— notably  in  the 
Mediterranean  area  and  Africa— further 
hurting  American  interests.  Some  U.  S. 
experts  in  Emope  see  a  huge  preferen¬ 
tial-trading  bloc  building  up  around  the 
Common  Market,  with  half  the  world’s 
total  trade  taking  place  inside  it. 

For  that  reason,  Europeans  are  not 
expected  to  be  in  any  special  hurry 
to  join  in  any  new  round  of  across-the- 
board  liberalization  of  trade  that  would 
be  to  the  advantage  of  the  U.  S. 

Furthermore,  Common  Market  officials 
say  their  external  tariff  walls  already  are 
lower  than  the  U.  S.  barriers  against  Eu¬ 
ropean  imports.  So  further  reductions  on 
this  side  of  the  Atlantic,  Europeans 
warn,  will  be  difficult. 

At  the  same  time,  few  authorities  see 
U.  S. -Common  Market  conflicts  ending 
in  a  “trade  war.”  Too  much  is  at  stake 
for  everyone. 

For  Europeans,  even  an  expanding 
market  on  the  Continent  does  not  erase 
the  need  for  a  free  flow  of  goods  else¬ 
where.  The  Continent  also  recognizes 
that  the  U.  S.  is  so  vital  to  European 
security  that  Europe  cannot  afford  to 
antagonize  its  protector. 

As  for  the  U.  S.,  EEC  officials  note 
that  the  American  stake  in  Europe  is 
too  large  to  risk  starting  a  trade  war. 
The  U.  S.,  for  all  of  Europe’s  protec¬ 
tionism,  still  runs  a  surplus  in  trade  with 
the  Continent.  A  massive  drop  in  sales 
—inevitable  in  a  trade  war— would  widen 
the  American  balance-of-payments  def¬ 
icit  and  upset  economic  stability  the 
world  over. 

Fritz  Berg,  president  of  the  Federa¬ 
tion  of  German  Industries,  says  a  trade 
war  between  the  U.  S.  and  the  Common 
Market  “would  be  the  ultimate  folly,  one 
the  free  world  can  ill  afford.” 

AGRICULTURE.  British  membership 
in  the  EEC  will  have  its  first  important 
impact  on  American  agricultural  ex¬ 
ports,  tobacco  and  grain  in  particular. 

Under  the  EEC’s  common  agricultural 
policy,  Britain  must  favor  food  imports 
from  countries  that  are  members  or  as¬ 
sociate  members  of  the  Common  Market. 
This  will  be  at  the  expense  of  the  U.  S. 
and  other  outsiders. 

The  Common  Market  also  subsidizes 
domestic  producers  by  keeping  agricul¬ 
tural  prices  high.  This  incentive,  in  turn, 
will  stimulate  British  output  of  products 
now  imported  from  the  U.  S. 

Trade  surplus.  Agricultural  com¬ 
modities  represent  less  than  one  fifth  of 
the  total  U.  S.  exports  to  EEC  countries 
and  Britain,  but  they  are  far  more  im¬ 
portant  than  their  size  would  indicate. 
Such  sales  give  the  U.  S.  a  large  surplus 
in  trade  with  Europe,  in  contrast  to  the 
far  smaller  edge  it  enjoys  in  nonagricul- 
tural  trade. 


EXPANDED  TRADE  BLOC 
IN  EUROPE: 

MEANING  FOR  U.  S. 

Now  in  the  making:  an  enlarged 
Common  Market  that  would  add 
Britain,  Ireland,  Denmark  and  Nor¬ 
way  to  the  present  six  members  — 

France,  West  Germany,  Italy,  Bel¬ 
gium,  Luxembourg  and  the  Nether¬ 
lands.  A  10-nation  market  would 
shape  up  like  this: 

AREA:  715,000  square  miles— about  one  fifth  the  size  of  the  U.S. 

POPULATION:  255  million,  about  50  million  more  people  than  in  U.S. 

TOTAL  OUTPUT:  $615  billion  a  year,  more  than  60  per  cent  of  American 
annual  production. 

PURCHASES  FROM  U.S.:  $11.3  billion  by  these  10  countries  in  1970, 
including  $2.1  billion  in  farm  products,  $9.2  billion  in  machinery,  min¬ 
erals,  other  goods.  This  represented  27  per  cent  of  all  U.S.  sales  abroad. 

SALES  TO  U.S.:  $9.4  billion  in  1970,  about  23  per  cent  of  all  foreign 
purchases  by  U,  S. 

IMPACT  ON  TRADE:  A  giant  competitor  is  growing  even  more  powerful. 

But  as  Common  Market  countries  themselves  become  more  prosperous, 
it  is  expected  they  will  provide  more  business  for  American  industry. 

Source:  U.S.  Depts.  of  Commerce,  Agricultore;  OECO 
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a  high  level  of  investment  from  the  rest 
of  Europe.  That  will  help  boost  Britain’s 
lagging  economy.  Demand  will  rise,  and 
so  will  the  need  for  imports.  U.  S.  pro¬ 
ducers  will  benefit. 

Changes  in  British  tariff  schedules  also 
will  aid  U.  S.  exporters.  Duties  in  Britain 
on  industrial  imports  now  average  9.4 
per  cent,  against  6.9  per  cent  for  the 
Common  Market.  In  the  1970s,  British 
tariffs  will  have  to  drop  to  the  EEC 
level,  making  U.  S.  goods  cheaper  to  buy. 

The  principal  beneficiaries  of  British 
entry  into  the  EEC  may  well  be  the 
multinational  firms— U.  S.  companies  or 
subsidiaries  operating  in  Europe.  These 
companies  own  plants  worth  more  than 
7  billion  dollars  in  Britain  and  more  than 
11  billion  in  the  original  six  countries  of 
the  Common  Market. 

(continued  on  next  page} 


Best  hope  for  American  agricultural 
producers,  say  many  economists,  is  that 
British  entry  into  the  EEC  will  promote 
even  more  prosperity.  In  turn,  demand 
for  American  goods  will  rise.  It  is  pointed 
out,  for  example,  that  during  the  past 
10  years  over-all  American  farm  exports 
to  the  Common  Market  have  not  fallen, 
despite  the  EEC’s  high  tariff  wall.  In¬ 
creased  demand— a  result  of  prosperity— 
is  cited  as  a  big  reason. 

INDUSTRY.  European  industrialists 
say  there  is  no  reason  why  America’s 
nonagricultural  sales  to  Europe— now  ex¬ 
ceeding  7  billions  a  year— should  not 
continue  to  grow.  U.  S.  officials  agree. 

A  rise  in  industrial  exports,  these  offi¬ 
cials  add,  should  easily  offset  any  losses 
in  the  sale  of  farm  products. 

One  American  economist  foresees  this 
chain  of  events:  Britain  should  attract 
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Industrial  experts  say  these  American 
subsidiaries  have  expanded  production 
sixfold  in  10  years.  They  account  for  a 
substantial  part  of  the  5  billion  dollars  in 
repatriated  profit  from  overseas  invest¬ 
ments  that  help  ease  the  U.  S.  balance- 
of-payments  problems. 

How  will  these  U.  S. -owned  firms  gain? 
As  tariff  barriers  drop  between  Britain 
and  the  EEC  Six,  these  enterprises  will 
be  able  to  exploit  an  even  larger  tariff- 
free  market  than  before.  Profits  remitted 
to  the  U.  S.  thus  will  increase. 

FINANCE.  The  future  role  of  the 
U.  S.  dollar  shapes  up  as  the  issue  that  one 
day  could  require  the  most  distressing 
adjustments  between  the  U.  S.  and  Eu¬ 
rope. 

Construction  by  1980  of  a  European 
economic  and  monetary  union— possibly 
with  its  own  common  European  cur¬ 
rency— is  a  long-range  target  of  Common 
Market  planning.  Such  a  step  would 
mark  a  major  move  toward  economic— 
and  eventually,  political— integration,  and 
perhaps  independence  from  the  dollar. 


Still,  few  experts  believe  that  Europe 
in  the  next  five  to  10  years  will  make 
much  progress  toward  a  common  cur¬ 
rency  that  could  challenge  the  dollar. 
EEC  nations— despite  agreement  on  the 
principle  of  monetary  union— do  not  act 
in  unison  on  monetary  issues.  The  recent 
crisis  over  West  Germany’s  unilateral 
“floating”  of  the  deutsche  mark  showed 
that. 

Also:  Any  real  progress  toward  mon¬ 
etary  union  will  require  the  delegation  of 
more  powers  to  the  supranational  EEC 
institutions  in  Brussels.  Neither  France 
nor  Britain  shows  much  interest  in  this. 

Nevertheless,  Britain— in  line  with  its 
reorientation  toward  Europe— no  longer 
can  be  counted  on  by  the  U.  S.  to  follow 
Washington’s  leadership.  As  the  authori¬ 
tative  “Financial  Times”  wrote; 

“It  would  not  be  surprising  if  the 
United  Kingdom  authorities  were  to  be 
somewhat  less  sympathetic  to  American 
monetary  policies  than  in  the  past.” 

That  means  the  U.  S.  will  find  the 
bargaining  ever  tougher  when  confront¬ 
ed  by  Europeans  pressing  for  changes  in 
the  international  monetary  system. 

MILITARY.  Word  from  Western  strat¬ 
egists  is:  There  is  little  chance  that  a 


broader  European  Community— even  one 
with  Britain  in  it— will  be  able  to  pro¬ 
vide  for  its  own  defense  or  pursue  a 
strongly  independent  foreign  policy. 

One  reason: 

All  important  decisions  of  the  Com¬ 
munity  must  be  taken  by  unanimous 
vote.  A  group  that  is  organized  along 
those  lines  has  little  chance  of  ever  be¬ 
ing  able  to  pool  its  resources  for  its  own 
defense  or  to  agree  on  a  common  stance 
toward  the  rest  of  the  world. 

For  instance,  aside  from  France  there 
is  virtually  no  support  for  the  idea  of  a 
“third  force”  Europe,  a  Europe  playing 
a  balancing  role  between  the  Soviet 
and  American  superpowers. 

British  Prime  Minister  Heath  does  ar¬ 
gue  that  the  new  Europe  must  do  more 
for  its  own  defense,  but  his  ideas  have 
generated  little  excitement. 

The  most  important  issue  confronting 
an  enlarged  EEC  in  the  security  field 
may  be  how  to  respond  to  American 
demands  that  Europe  assume  a  greater 
share  of  the  defense  burden. 

The  new  EEC  could  provide  the  ve¬ 
hicle  for  a  collective  response  to  that 
U.  S.  challenge,  but  few  expect  one  to 
be  made. 


IS  POLITICAL  UNITY  EUROPE’S  NEXT  STEP? 


Will  an  enlarged  European  Com¬ 
mon  Market,  the  world’s  most  suc¬ 
cessful  multinational  trade  group, 
bring  political  unity  to  a  continent 
stiU  beset  by  national  rivalries  and 
conflicts? 

That  is  a  key  question,  now  that 
the  six  founding  nations  of  the  Euro¬ 
pean  Economic  Community  have  de¬ 
cided  to  take  in  the  first  full  new 
member  since  the  Treaty  of  Rome 
was  signed  in  March,  1957. 

For  an  assessment  of  what  happens 
now,  correspondents  of  “U.  S.  News 
&  World  Report”  talked  to  authori¬ 
ties  in  European  capitals.  Their 
cabled  reports: 

PARIS 

The  same  France  that  twice  voted 
to  keep  Britain  out  of  the  Common 
Market  now  welcomes  its  entrance. 
Underlying  the  switch:  a  desire  for 
an  “English  counterweight”  to  power¬ 
ful  West  Germany. 

What  worries  Paris  is  Bonn’s  still 
growing  industrial  strength  and  its 
tendency  to  “go  it  alone”  in  dealing 
with  monetary  and  economic  mat¬ 
ters.  Another  concern:  Chancellor 
Willy  Brandt’s  overtures  to  the  Com¬ 
munist  world. 


In  short,  the  French  believe  Bonn 
increasingly  will  try  to  dominate  the 
Common  Market.  British  membership 
will  help  to  prevent  that. 

BONN 

For  years  the  West  Germans  were 
the  Continent’s  most  enthusiastic 
“supranationalists,”  the  people  most 
willing  to  waive  sovereignty  in  hopes 
of  building  something  along  the  lines 
of  a  “United  States  of  Europe.” 

Those  days  are  gone.  Now  the  Ger¬ 
mans  are  content  to  be  part  of  what 
looks  more  and  more  like  a  loose  con¬ 
federation  of  sovereign  nations. 

Most  West  Germans  see  the  goal 
of  a  common  European  currency  a 
distant  one,  a  European  nuclear  force 
a  dead  issue  and  a  unified  foreign  poli¬ 
cy  highly  unlikely. 

A  summing  up  from  one  German: 
“The  most  powerful  country  in  the 
Common  Market  sees  fundamental 
changes  coming  only  very  slowly,  if 
at  all.” 

ROME 

Italians  always  have  favored  Brit¬ 
ish  entry  and  are  happy  it  is  now  at 
hand.  But  even  they  have  reservations. 

Italy  firmly  supports  the  concept 


of  a  supranational  Europe.  But  Brit¬ 
ish  membership,  it  is  believed  here, 
wiU  postpone  that  goal.  Italians  see 
in  its  place  a  return  to  the  idea  of  a 
“Europe  of  the  Fatherlands.” 

Getting  the  Gontinent  back  on  the 
“supranational  track”  may  take  a  long 
time,  Italians  fear.  In  the  meantime, 
they  hope  enlargement  of  the  Market 
will  not  signify  a  resumption  of  the 
old  “balance  of  power”  games. 

BRUSSELS 

Common  Market  officials  here  are 
not  exactly  optimistic  about  chances 
for  a  rapid  push  toward  European 
unity. 

They  point  to  increasing  distrust 
between  France  and  Germany,  a  fad¬ 
ing  of  the  “Community  spirit”  among 
Common  Market  nations  and  a  mood 
of  indifference  to  the  fate  of  the 
grouping  among  young  people. 

Some  officials  fear  a  new  struggle 
for  power  involving  France,  Britain 
and  West  Germany  that  could  para¬ 
lyze  the  Community  for  years. 

Consensus  in  Brussels:  the  Common 
Market  must  clear  up  some  of  its  in¬ 
ternal  difficulties  and  “digest”  Brit¬ 
ain’s  entry  before  it  can  make  moves 
toward  real  unity. 
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Worldgram 

INTERNATIONAL  WEEK® 

FROM  THE  CAPBTALS  OF  THE  WORLD 


BEIRUT _ PEKING _ OTTAWA _ MOSCOW _ PARIS.  . . . 

>  >  Weeks  before  Red  China's  Premier  met  with  American  reporters  in  Peking... 

A  group  of  Arab  journalists  had  a  little-noticed  interview  with  Premier 
Chou  En-lai.  He  talked  about  Communist  China's  view  of  the  world. 

The  Beirut  newspaper  "An-Nahar"  published  the  text  of  the  Chou  interview 
at  May's  end.  The  Red  Premier  made  these  points: 

U. S.  must  get  out  of  Taiwan  and  the  Formosa  Strait  to  improve  relations 
with  Red  China.  "If  Nixon  wants  to  begin  talks  on  this  problem,  we  are  ready." 

Russia  and  Red  China  can  and  should  improve  relations  between  the  two 
Governments.  But  the  feud  between  the  two  parties  can  last  "9,000  years." 

Japetn?  Its  people  should  join  Red  China  "against  U.S.  imperialism." 

>  >  In  Indo-China,  said  Chou,  the  U.S.  could  either  "admit  defeat  and  withdraw" 
or  "expand  the  war"  to  "Southeast  Asia  and  China  as  well."  Red  China,  he  said, 
has  completed  preparations  for  defense,  but  "will  not  make  any  provocations." 

>  >  On  Chinese-American  relations:  The  two  peoples  "had  been  friends"  in 
the  past.  "Our  connections  were  disrupted  because  of  U.S.  imperialist 
anti-China  policies,  the  policy  of  blockade,  the  occupation  through  the  [U.S. 
Navy's]  Seventh  Fleet  of  the  islands  and  Strait  of  Taiwan." 

"But  there  have  been  changes  in  the  last  two  years."  Chou  cited  antiwar 
demonstrations  in  the  U.S.,  the  Red  Chinese  invitation  to  American  table-tennis 
players ,  the  visits  by  U.S.  newsmen.  He  added:  "If  U.S.  politicians  want  to 
visit  China  there  is  a  possibility,  and  we  are  watching."  An  invitation?  Yes . 

What  about  a  Nixon  visit,  Chou  was  asked.  Would  Red  China  agree? 

"President  Nixon  has  made  several  overtures,"  said  Chou.  "Sometimes ,  he 
says  he  wants  to  make  a  private  visit  and  sometimes  an  official  visit  to  China. 
Then  he  says  he  personally  cannot  do  it,  but  wants  his  daughter ...  to  do  it. 

"So  far,  we  cannot  understand  what  he  wants..." 

>  >  On  Russia,  Chou  had  nothing  but  harsh  words  for  Nikita  Khrushchev,  who,  he 
said,  "tore  up  all  agreements  concluded  with  us"  and  withdrew  all  experts.  "So 
thanks  to  him... we  had  to  depend  on  ourselves,  and  we  have  done  a  good  job." 

Premier  Kosygin,  Chou  said,  stopped  in  Peking  in  1965  and  met  with  Mao. 

The  Chinese  Red  leader  suggested  sarcastically  that  Khrushchev — "now  that  you 
have  overthrown  him" — be  sent  to  China  to  lecture  on  Marxism.  Then: 

"Kosygin  said:  'No.  Let's  deal  with  the  basic  party  controversies.' 

(over) 
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"Chairman  Mao  answered;  'This  could  go  on  for  10,000  years.* 

"Kosygin  replied:  'That  is  longer  than  necessary.' 

"Chairman  Mao  said;  'We  will  compromise  a  little.  Let  us  deduct  1,000 
years  so  the  period  would  be  9,000  years.  The  basic  controversy  will  not  affect 
our  relations  as  two  states.'  " 

Kosygin,  said  Premier  Chou,  "was  very  satisfied  with  this  point." 

>  >  Kosygin  and  Chou,  said  the  Chinese  Communist  Premier,  met  at  the  Peking 
airport  as  Kosygin  returned  from  Ho  Chi  Minh's  funeral  in  Hanoi.  This  was  after 
the  Russians  "had  massed  huge  forces  along  our  Northern  border  and  had  entered 
the  Republic  of  [Outer]  Mongolia."  The  two  agreed  in  principle.  Then: 

"The  negotiations  began  on  20  October,  1969,"  said  Chou.  "The  talks  are 
continuing  to  this  day  on  the  basis  of  this  plan  which  we  [Red  China]  offered. 

"There  are  amendments  and  new  preoccupations,  but  no  agreement  so  far. 

"This  does  not  matter.  The  negotiations  must  go  on  for  a  long  time.  Our 
negotiations  with  the  United  States  lasted  16  years,  and  relations  now  are 
better  than  two  years  ago."  U.S.  example,  Chou  implied,  should  serve  Russia. 

>  >  China's  own  cultural  revolution,  Chou  said,  is  continuing.  Party  purge  to 
date  has  removed  only  about  170,000  members  of  a  total  of  17  million.  But... 

"There  still  are  Communists  whose  problems  have  not  been  solved.  We  are 
investigating  them  directly.  They  are  about  50  per  cent  of  party  membership." 

>  >  The  Arabs  asked  if  their  cause  would  get  as  much  aid  as  China  had  given 
Indo-China.  Chou  replied  that  China  was  "prepared  to  give  substantial  aid"  to 
Arabs  "against  U.S.  imperialism  and  Israeli  Zionism."  But  he  urged  Arabs  to  get 
together  on  a  unified  command  for  "the  Palestinian  revolution."  Also... 

"How  large  is  your  population?"  he  asked  the  Arabs.  "How  much  boldness 
do  you  show  in  waging  battle?  Three  million  [Israelis]  wage  war  on  100  million 
[Arabs].  Palestine  revolution  is  a  phenomenon  of  weakness  for  the  U.S." 

>  >  Note  what  is  happening  abroad  in  the  furor  over  the  Pentagon  Papers. 

In  Canada,  the  Foreign  Minister  told  Parliament:  "We  were  not  allied  to  the 
U.S."  in  Indo-China  "and  were  not  fully  informed  by  the  U.S." 

In  Australia,  the  Prime  Minister  told  his  Parliament  that  the  publication 
of  the  papers  in  the  U.S.  led  to  criticism  of  Australia's  role.  He  said  many 
critical  statements  were  "irresponsible  and  obviously  politically  motivated." 

Communists  in  Moscow,  Hanoi,  Peking,  Havana  and  elsewhere  all  rushed  to 
support  "the  U.S.  press  against  the  Government."  This  was  not  easy  to  do. 

For  one  thing,  people  in  Communist  countries  have  no  right  to  know  much  of 
anything  about  anything  as  the  ruling  Reds  run  things. 

For  another.  Communists  tell  their  people  that  the  press  of  capitalist 
U.S.  is  nothing  but  the  creature  of  the  U.S.  Government.  So  it's  a  problem. 

Elsewhere:  West  Germans  showed  little  interest.  Frenchmen  found  Americans 
"naive  to  be  shocked  because  your  Government  deceived  you."  Britain,  where  an 
Official  Secrets  Act  makes  it  a  crime  to  transmit  or  receive  any  kind  of 
classified  information,  watched  developments  in  the  U.S.  with  real  concern. 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 

The  offer  is  made  only  by  the  Prospectus. 


1,294,000  Shares 

The  Washington  Post  Company 

Class  B  Common  Stock 

(par  value  $1.00  per  share) 


Price  S26  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  state  in  which  this  an¬ 
nouncement  is  circulated  only  from  such  of  the  underwriters  as  may  legally 
offer  these  securities  in  compliance  with  the  securities  laws  of  such  State. 
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(an  informative  advertisement) 


An  up-to-date  report  on  Air  Bags. 
The  good  new^.The  bad  nev^^. 


We  listen.  In  recent  months, 
one  aspect  of  the  auto  safety  issue 
has  caused  a  great  deal  of  con¬ 
fusion.  Namely,  air  bags. 

Air  bags  are  large,  balloon- 
like  devices  that  inflate,  on  impact, 
between  the  passenger  and  the 
instrument  panel. 

When  they  li'ork correctly,  they 
ivork beautifully.  When  they  don’t 
work  correctly,  they  can  be  dan¬ 
gerous. 

By  August,  igj^,  an  air  bag 
system,  or  an  equivalent,  ivill  be 
required  by  Federal  law  in  the 
front  compartment  of  every  new 
car  in  this  country. 

Therein  lies  the  problem. 

Ford  Motor  Company  is  con¬ 
cerned  that  air  bags  will  not  have 
been  sufficiently  tested  and  proven 
for  all  car  lines  by  then. 

We  believe  more  time  is  nec¬ 
essary  to  ensure  reliability  and 
reduce  costs.  And  right  now,  the 
cost  is  high;  reliability  is  low. 

What  the  situation  will  be  two 
years  or  tivo  iveeksfrom  now,  we 
cant  predict.  And  frankly,  the 
picture  changes  by  the  minute. 

All  this  report  hopes  to  do  is 
bring  you  up  to  date.  It  concerns 
important  pros  and  cons,  and 
estimated  prices  at  this  moment. 
At  the  end,  it  asks  you  to  make 
several  choices.  Send  them  to  us. 


The  air  bag  may  be  a  lifesaver  — but  it 
may  be  too  much,  too  soon. 


READ  ON: 


First  of  all,  Ford  Motor  Company  is 
not  against  auto  safety.  Fifteen  years  ago, 
the  first  auto  safety  package  ever  offered 


—  including  seat  belts,  padded  dash  and 
concave  steering  wheel  —  came  from  Ford . 
And  right  now,  we’re  urgently  working  to 
meet  the  Federal  deadline. 

Nor  does  it  mean  Ford  Motor  Com¬ 
pany  is  against  air  bags  — we’re  not.  We’re 
for  any  practical  restraint  system  that  will 
save  lives. 

For  that  very  reason.  Ford  engineers 
are  working  on  a  number  of  restraint 
systems  that  may  prove  to  be  a  better  value 
than  air  bags. 

But  honestly,  at  this  point,  we  don’t 
know. 


A  FEW  BASICS: 


There  are  two  kinds  of  auto  restraint 
systems:  active  and  passive. 

The  Active  System: 

Can  be  either  voluntary  or  involuntary.  An 
example  of  the  voluntary  active  system  is  the 
belt-and-harness  arrangement  on  all  new 
cars  today.  An  example  of  the  involuntary 
concept  is  the  belt-and-harness  arrangement 
combined  with  either  the  Flasher  or  Buckle- 
Start  systems  (more  about  these  later).  In 
both  the  voluntary  and  involuntary  systems, 
when  the  belt-and-harness  arrangement  is 
fastened,  they  are  reliable  and  effective. 

The  Passive  System: 

Intended  to  operate  independently  of  the  will 
of  the  occupants.  Required  on  all  new  cars 
by  1973.  Air  bags  typify  this  system. 


THE  GOOD  NEWS: 


Unquestionably  the  appeal  of  any 
passive  restraint  concept  is  the  idea  of 
automatic  protection.  Potentially,  it  would 
be  present  at  all  times,  no  matter  what 
the  disposition  of  the  occupants. 

In  theory,  air  bags  are  better  than 
today’s  safety  belts  — not  because  they’re 


safer  overall  — but  because  as  much  as  60 
percentof  the  time  the  belts  are  worthless 
for  lack  of  use.  And  it’s  a  fact  only  about  2 
people  in  5  use  them. 

In  theory,  airbagscan  save  thousands 
of  lives  a  year.  Ford  Motor  Company 
agrees.  And,  as  one  engineer  puts  it, 
“They  ’re  a  good  alternative  to  being  killed’.’ 

But  so  much  for  theory.  In  the  last 
two  years.  Ford  has  devoted  intensive 
study  to  air  bags.  Several  unanswered 
questions  have  arisen. 


THE  BAD  NEWS: 


1 .  What  about  reliability  7— Tests  show  that 
in  order  to  envelop  a  passenger  in  the 
event  of  a  crash,  an  air  bag  must  inflate 
to  three  times  the  size  of  a  bedroom  pil¬ 
low,  at  a  speed  of  100  mph,  in  40  thou¬ 
sandths  of  a  second.  To  accomplish  this 
requires  a  sudden  blast  of  air  or  gas, 
triggered  by  a  delicate  sensor  mechanism. 
Such  a  mechanism  must  be  extremely 
reliable.  In  a  recent  test  of  40  early  pro¬ 
duction  sensors,  only  three  performed 
according  to  Ford  Motor  Company’s 
reliability  requirements. 

2.  What  about  accidental  discharge?— The 
danger  of  an  air  bag  being  triggered  ac¬ 
cidentally  is  of  serious  concern.  Imagine 
driving  along  at  60  mph  and  suddenly 
having  an  enormous  pillow  thrust  in  your 
face.  The  possibility  also  necessitates  a 
high  degree  of  reliability. 


The  air  bag  is  inflated  by  this  complex  mechanism. 
Its  reliability  is  questionable,  thus  far. 


3.  What  about  multiple  impact?— The  air 
bag  begins  deflating  immediately  after 
deployment.  In  the  event  the  car  hits 
other  objects,  following  initial  impact,  the 
bag  would  offer  no  protection.  Ford  engi¬ 
neers  are  working  on  a  reinflation  device, 
but  right  now  it’s  completely  experimental. 

4.  Will  it  injure  people.^— When  triggered, 
the  air  bag  inflates  with  a  sound  like  the 
blast  of  a  shotgun.  This  may  constitute  a 
danger  to  people  with  heart  conditions. 
Another  major  concern  is  that  children 
who  might  be  standing  near  the  bag  at 
the  moment  of  deployment  could  also 
be  severely  injured.  Were  working  on 
the  problem,  but  we  haven’t  solved  it  yet. 


5.  Is  the  testing  adec)uate? —Thus  far  most 
air  bag  testing  has  been  done  with 
dummies  or  animals.  Only  a  limited 
number  of  people  have  been  used.  Idow 
people  in  general  will  react  is  unknown. 

6.  Who  services  it  What  maintenance 
checks  will  be  necessary  to  make  certain 
of  the  air  bag’s  effectiveness?  Who  does 
the  checking?  (The  dealer?  State  inspec¬ 
tors?  The  corner  gas  station?)  At  this 
point,  no  one  knows. 


WHAT  PRICE’ 


Present  estimates  show  that  the  sug¬ 
gested  retail  price  of  a  car  equipped  with 
air  bag  systems  to  meet  the  1973  deadline 
may  increase  in  the  range  of  100  dollars 
per  car.  By  1975,  a  passive  restraint  system 
will  be  required  for  back  seat  passengers. 
If  that  system  is  an  air  bag,  it  could  add 
another  $100  per  car.  Stay  with  us;  the 
reading  gets  better. 


OTHER  POSSIBILITIES: 


Is  the  air  bag  the  only  realistic  ap¬ 
proach  to  occupant  protection? 

Not  necessarily. 

The  truth  of  the  matter  is  that  no 
one  has  the  answer  to  the  problem. 

However,  Ford  is  working  on  a  num¬ 
ber  of  promising  possibilities  for  improv¬ 
ing  occupant  protection.  Here  are  some 
of  them: 

Buckle-Start  System: 

With  it,  your  car  won’t  start  unless  the  seat 
belts  are  fastened  by  the  driver  and  right- 
hand  front  seat  passenger.  Annoying  per¬ 
haps,  but  a  real  lifesaver  if  it  makes  people 
wear  belts.  The  Buckle-Start  would  cost 
roughly  1/3  of  the  price  of  an  air  bag  system 
and  would  be  simple  to  install. 


Flasher  System: 

A  red  light  goes  on  outside  the  car  if  your 
seat  belt  is  not  fastened.  With  the  coopera- 
tionof  Federal  and  State  authorities  in  requir¬ 
ing  people  to  wear  their  safety  belts,  the 
threat  of  getting  a  ticket  could  be  a  real 
incentive  to  conform.  This  system  would  be 
relatively  simple  and  inexpensive.  However, 
en/orcement  could  be  a  problem,  and  the 
system  does  invite  "tampering!' 

Static  System: 

Another  approach  under  consideration  in¬ 
volves  a  large,  stationary  padded  "roll” 
running  across  the  front  of  the  car  to  “catch” 
and  cushion  an  occupant  upon  impact.  A 
system  like  this  would  be  reliable  and  un¬ 
complicated.  However,  it  is  too  soon  for  Ford 
to  determine  whether  the  idea  is  feasible 
or  not. 


WHERE  WE  COME  OUT; 


At  the  outset  certain  conclusions 
are  inevitable: 

Indeed,  air  bag  restraint  systems  are 
potentially  beneficial.  But  more  develop¬ 
mental  time  is  needed;  (a)  to  ensure  re¬ 
liability  through  exhaustive  testing  and 
(b)  to  prevent  costs  from  becoming  an 
excessive  burden  to  the  consumer. 

We  belie  ve  in  cars  th  at  are  engineered, 
not  legislated.  And  as  surely  as  we  offer 
you  a  choice  of  options,  accessories  and 
colors  in  the  car  you  buy,  we  tend  to 
think  you  should  be  able  to  choose  the 
kind  of  safety  equipment  you  want. 

Send  us  your  thoughts.  We  listen. 
And  we  listen  better. 


...has  a  better  idea 
(we  listen  better) 


- WHERE  DO  h 

Clip  this  out  and  mail  it  to: 

Ford  Motor  Company  Listens 
Department 
The  American  Road 
Dearborn,  Michigan  48121 

Please  answer  the  following: 

1.  Do  you  buckle  your  seat  belts  in  your 

personal  car? 

□  Always  □  On  long  trips 

□  Most  of  the  time  □  Never 

2.  Do  you  fasten  your  shoulder  strap? 

I  I  Regularly  □  Seldom  □  Never 

Please  give  us  any  other  comments  you  have  0 


COME  OUT’ - 

3.  Do  you  favor  the  Federal  Government's 
requirement  of  a  passive  restraint  system 

in  1 974  model  cars? 

□  Yes  □  No  □  Not  sure 

4.  Which  restraint  system  idea  do  you  favor? 

I  I  Air  bags  Q  Buckle-Start  system 

□  Flasher  system  Q  Static  system 

5.  How  much  would  you  be  willing  to  pay  for 
such  a  restraint  system? 

□  $25  □  $75  □  $100 

6.  Would  you  pay  an  additional  $100  for  a 
rear  seat  system? 

n  Yes  Q  No 

restraint  systems.  We  would  like  to  hear  from  you. 


j 


FINANCE: 


WHY  IT’S  COSTING 
MORE  TO  BORROW  MONEY 


Another  round  of  cost  in¬ 
creases  is  under  way  for  near¬ 
ly  all  borrowers.  Main  reason: 
Inflation  worries  prompt  lend¬ 
ers  to  demand  more. 

An  upturn  in  interest  rates  has  caught 
many  borrowers  by  surprise.  Some  are 
asking  this: 

Why  should  any  borrowing  costs  go 
into  a  climb  at  a  time  when  a  business 
recovery  has  barely  started  and  the  Fed¬ 
eral  Reserve  System  has  been  keeping 
money  abundant  to  nourish  a  stronger 
rise  in  the  economy? 

With  unemployment  holding  above  6 
per  cent  of  the  labor  force  and  most  seg¬ 
ments  of  business  turning  in  dull  per- 
foi-mances,  rates  of  interest  on  long-term 
borrowing  had  been  expected  to  decline 
further.  Instead,  they  have  moved  up. 

Now,  people  are  wondering  if  the 
turnaround  is  temporary  or  a  new  and 
lasting  trend.  Are  rates  likely  to  rebound 
to  100-year  highs  as  they  did  in  1969? 

A  “U.  S.  News  &  World  Report”  sur¬ 
vey  of  bankers,  savings  and  loan  execu¬ 
tives,  mortgage  lenders  and  other  money 
experts  pointed  to  these  conclusions: 

•  Credit  will  remain  relatively  easy 


to  get,  but  interest  rates  are  going  to 
move  upward  at  least  for  the  rest  of  this 
year. 

•  A  conviction  that  inflation  is  not  be¬ 
ing— and  will  not  be— licked  is  the  major 
factor  in  the  recent  rise  of  interest  rates. 
Lenders  and  investors,  expecting  each 
dollar  of  return  to  be  worth  less  later  on, 
are  insisting  on  higher  yields  for  their 
funds. 

•  Increases  in  their  own  operating 
costs— salaries,  materials  and  services— 
also  are  prompting  banks  and  other  in¬ 
stitutions  to  mark  up  the  “price”  of 
money. 

Minority  opinion.  The  prediction  of 
still  higher  rates  is  not  unanimous.  A 
minority  of  the  experts  say  charges  will 
be  lower  at  year-end  than  they  are  now. 

Even  the  majority  view  is  that  the 
climb  in  rates  in  the  last  half  of  1971 
will  not  be  steep.  Few  expect  any  new 
records  to  be  set  soon. 

The  chart  on  this  page  shows  what 
already  has  happened  to  borrowing  costs 
of  various  kinds. 

Interest  rates  facing  corporations  that 
borrow  on  the  sale  of  long-term  bonds 
have  recovered  about  two  fifths  of  what 
they  lost  in  the  decline  in  late  1970 
and  early  1971. 

For  State  and  local  governments  on 
their  tax-exempt  bonds,  and  for  the  U.  S. 


Treasury  on  its  securities  of  three  to  five 
years,  more  than  half  of  the  earlier  rate 
decline  has  been  wiped  out. 

In  recent  days  these  sharp  increases 
in  yields  available  on  bonds  and  other 
debt  securities  have  been  affecting  rates 
charged  ordinary  families  on  their  credit. 

Home  loans.  The  Department  of 
Housing  and  Urban  Development  dis¬ 
closed  June  17  that  in  May  the  average 
interest  rate  on  new-home  loans  backed 
by  the  Government  had  turned  up,  ris¬ 
ing  from  7.55  per  cent  in  April  to  7.65 
per  cent. 

In  the  West,  the  May  jump  in  rates 
for  buyers  of  existing  homes  was  a  full 
one  fifth  of  a  percentage  point. 

The  prospect,  lenders  say,  is  for  more 
of  the  same,  despite  an  abundance  of 
funds. 

Hugh  C.  Ross,  senior  vice  president. 
Advance  Mortgage  Corporation,  Detroit, 
and  president  of  the  Mortgage  Bankers 
Association  of  Michigan,  reported: 

“It  would  appear  there  are  adequate 
funds  in  the  savings  institutions  to  fi¬ 
nance  current  requirements  in  the  mort¬ 
gage  area.  We  don’t  talk  to  anybody 
that  doesn’t  have  money.” 

Yet  Mr.  Ross  added: 

“There’s  just  no  question  in  my  mind 
that  mortgage  rates,  particularly  for  resi¬ 
dential  loans,  are  going  to  have  to  get 


r 


KEY  INTEREST 
RATES: 

AFTER  A  SURE, 
ANEWCUMB 


1970  High 

1971  Low 

Latest 

Home-mortgage  loans 

8.60% 

7.550/0 

7.650/0 

Top-grade  corporate  bonds 

8.26% 

7.08  0/0 

7.560/0 

Tax-exempt,  State  and  local  bonds 

7.140/0 

5.320/0 

6.240/0 

Treasury  bills— three-month 

8.IO0/0 

3.310/0 

4.950/0 

Treasury  bills— six-month 

8.10% 

3.360/0 

5.130/0 

Treasury  securities— three  to  five  years 

8.26  0/0 

4.550/0 

6.540/0 

Treasury  bonds— long-term 

7.210/0 

5.540/0 

6.06  0/0 

Source;  Federal  Reserve  Board,  U.S.  Dept,  of  Housing  and  Urban  Development,  Standard  A  Poor’s  Corporation 
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up  to  compete  with  o  '  ;•  'o  ig-term  in¬ 
terest  rates  .  .  .  specficil'y  the  bonds. 
The  sources  for  mortgage  money— savings 
banks,  savings  and  loan  fiims,  insurance 
companies— all  have  a  variety  of  op¬ 
portunities  for  investment  of  funds.” 

Mortgage  rates,  he  predicts,  will  go 
on  rising  for  the  rest  of  1971,  but  not 
to  any  new  record  levels. 

Rodkey  Craighead,  executive  vice 
president  of  Detroit  Bank  &  Trust  Com¬ 
pany,  also  noted  the  upward  pressure  on 
mortgage  rates  but  added  that  there 
still  is  some  money  in  the  711  per  cent 
range  for  conventional  mortgages  of  20 
to  25  years  with  down  payments  of  20 
to  25  per  cent. 

Imbalance  seen.  Most  money  ex¬ 
perts,  explaining  the  upswing  in  mort¬ 
gage  rates,  point  to  a  historical  paradox 
-long-term  bond  yields  have  been  at 
levels  higher  than  rates  on  home  mort¬ 
gages,  which  tend  to  be  riskier  and 
more  costly  for  lenders  to  service  than 
are  bonds. 

James  H.  Dvorak,  president  of  Home 
Federal  Savings  and  Loan  Association 
of  Chicago,  saw  it  this  way: 

“If  bond  rates  stay  as  high  as  they 
are— or  go  even  higher,  as  some  experts 
predict— then  residential-mortgage  rates 
are  going  to  move  upward.  But  we  find 
it  difficult  to  believe  they  will  regain 
the  peaks  of  late  1969  and  early  1970.” 

Unusually  rich  yields  on  high-grade 
corporate  bonds  in  relation  to  mortgages 
already  have  begun  to  divert  funds  from 
the  home-loan  field. 

For  example.  Equitable  Life  Assur¬ 
ance  Society  of  the  U.  S.  has  just  let  it 
be  known  that,  for  the  first  time,  the 
company  is  investing  more  money  in  se¬ 
curities  than  in  mortgages.  Result  is 
less  money  for  mortgage  loans  and  more 
upward  pressure  on  mortgage  rates. 

Ofher  loans.  Few  lenders  doubt  that 
short-term  business  loans  will  cost  more 
by  year-end. 

Said  John  F.  Holman,  executive  vice 
president.  Wells  Fargo  Bank,  San  Fran¬ 
cisco;  “The  prime  rate  will  be  at  least  6 
per  cent  by  the  end  of  the  year— or 
higher.” 

The  prime  rate— charged  by  banks  on 
short-term  loans  to  the  biggest,  strongest 
companies— was  raised  recently  from  5/2 
per  cent  to  5/1  by  a  few  banks.  A  still 
smaller  group  moved  up  to  6  per  cent  on 
that  rate. 

Beryl  W.  Sprinkel,  senior  vice  presi¬ 
dent  and  economist  of  Harris  Trust  & 
Savings  Bank  of  Chicago,  predicted  the 
prime  rate  would  climb  “moderately” 
and  reach  6  or  6/1  per  cent  within  a 
year. 

Many,  perhaps  most,  bankers  feel  that 
a  6  per  cent  prime  rate  is  justified  right 
now.  They  blame  “politics”  for  their 
hesitation  to  go  to  that  level. 

Gaylord  Freeman,  chairman  of  First 
National  Bank  of  Chicago,  believes  banks 
should  raise  the  prime  rate  to  6  per  cent. 


He  put  it  this  way:  “That’s  what  we 
would  do  if  we  had  the  guts,  which  we 
don’t.” 

Executives  of  lending  institutions  of¬ 
ten  complain  of  rising  costs  in  then-  own 
films  and  cite  the  trend  as  a  factor  in 
interest-rate  boosts. 

Said  Eads  Poitevent,  president  of  New 
Orleans’  International  City  Bank  &  Trust 
Company: 

Every  bank  in  the  country  is  fighting 
expenses.  Our  expenses  started  going  up 
in  February  and  are  continuing  to  in¬ 
crease.  We  are  not  making  a  loan  unless 
we  can  see  a  profit  from  it.” 

Outlook  for  consumers.  Bankers  dif¬ 
fer  in  their  opinions  about  what  faces 
auto  buyers  and  others  seeking  consumer 
loans. 

Here  is  the  view  of  James  A.  Mat¬ 
thews,  vice  president  and  consumer-cred¬ 
it  chief  at  Continental  Illinois  National 
Bank  &  Trust  Company,  Chicago: 

“If  short-term  money  rates  go  up  again 
—and  nearly  everyone  agrees  they  will— 
we  can  expect  consumer  rates  to  go  up, 
too.  .  .  .  The  pressure  is  on  for  some 
rate  increase,  but  I  don’t  expect  to  see 
any  change  in  the  consumer  rates  until 
fall,  if  then.” 

A.  F.  LaBarge,  manager.  Ford  Motor 
Credit  Corporation  marketing  office,  De¬ 
troit,  said:  “There  had  been  a  tendency 
for  car-loan  rates  to  decline  recently,  but 
this  has  probably  now  ended.” 

Still,  he  foresaw  no  drastic  increases 
for  car  buyers  at  any  time  soon. 

And  from  WeUs  Fargo’s  Mr.  Holman: 
“We  have  no  intention  of  raising  con¬ 
sumer-loan  rates,  even  if  the  prime  goes 
up.” 

Differing  views.  Bankers  in  the 
money  centers  of  the  Northeast  are  di¬ 
vided  on  the  immediate  prospect  for 
interest  rates  in  general. 

James  Cooper,  vice  president  of  Ii-ving 
Trust  Company,  New  York  City,  believes 
that  current  yields  on  high-grade  cor¬ 
porate  bonds  may  be  the  highs  for  the 
year. 

Dorothy  Funck  of  Irving  Trust  pre¬ 
dicted  that  corporations  would  soon 
trim  then-  bond  offerings  and,  thus,  ease 
pressure  on  rates.  As  a  result,  she  said, 
“The  low  interest  levels  of  1971  might 
be  duplicated  by  the  end  of  this  year.” 

However,  one  senior  officer  of  a  bank, 
predicting  lower  rates,  hedged  his  fore¬ 
cast  this  way:  “There  is  a  possibility 
that  corporations  will  continue  to  borrow 
very  heavily  in  the  long-term  market  and 
this  will  keep  rates  at  a  very  high  level.” 

And  a  money-market  specialist  of  an¬ 
other  large  New  York  City  bank  believes 
that  the  Federal  Reserve  “has  finally 
decided  to  take  on  the  battle  against 
inflation,  even  at  the  risk  of  aborting  the 
business  recovery.”  Thus,  he  looks  for 
money  to  be  tightened  and  rates  of  in¬ 
terest  to  be  higher  at  year-end  than 
they  are  now. 

(Another  Finance  article,  page  44) 
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FINANCE  [continued] 


NEW  DEPRECIATION  RULES  O.K.’d, 
BUT  STILL  FACE  CHALLENGES 


A  sizable  tax  cut  for  business,  de- 
siigned  to  spur  investments  in  machinery 
and  equipment,  received  final  approval 
from  the  Treasury  on  June  22.  The  rule 
changes  are  retroactive  to  January  1. 

However,  threats  of  court  suits  chal¬ 
lenging  the  validity  of  liberalized  de¬ 
preciation  rules  just  announced  have 
raised  doubt  that  the  tax  relief  will  be 
very  effective  in  pepping  up  a  sagging 
U.  S.  economy. 

The  tax  changes— which  apply  to  small 
businesses,  farmers  and  self-employed 
professional  people,  as  well  as  corpora¬ 
tions— are  these: 

•  Tax  deductions  for  depreciation  of 
machinery  put  into  operation  after  Dec. 
31,  1970,  are  speeded  up  by  20  per 
cent. 

•  First-year  deductions  for  deprecia¬ 
tion  are  more  than  doubled  in  the  case 


of  equipment  put  in  place  during  the 
first  half  of  a  year. 

•  Eliminated  entirely  is  the  “reserve 
ratio  test,”  which  in  the  past  has  re¬ 
quired  businesses  to  show  that  they  ac¬ 
tually  are  replacing  their  machinery  as 
rapidly  as  they  write  it  off  for  tax 
purposes. 

Estimated  savings.  Administration 
officials  figure  the  liberalized  rules  for 
those  write-offs  would  amount  to  an 
average  tax  reduction  of  about  5.8  per 
cent  for  business— with  the  largest  shares 
going  to  those  making  the  heaviest  in¬ 
vestments  in  new  plant  and  equipment. 

Total  tax  savings,  said  these  officials, 
would  range  from  about  3  billion  dol¬ 
lars  in  the  year  ending  in  mid- 1972  up 
to  a  peak  of  4.7  billion  in  fiscal  1976. 
In  10  years,  it  was  estimated  officially, 
the  tax  relief  brought  about  by  the  new 


depreciation  rules  would  amount  to  39 
billion  dollars. 

President  Nixon  had  counted  on  the 
depreciation  speedup  to  put  new  zip 
into  the  economy  and  help  bring  about 
a  reduction  in  unemployment. 

However,  at  least  two  public  inter¬ 
est”  groups  have  said  it  is  highly  likely 
they  will  go  to  court  in  attempts  to  re¬ 
verse  the  tax-i'elief  aetion.  They  are  Pub¬ 
lic  Interest  Research  Group,  headed  by 
consumer-advocate  Ralph  Nader,  and 
Common  Cause,  led  by  John  Gardner. 

These  groups  contend  that  the  Treas¬ 
ury  has  no  authority  to  order  major 
changes  in  tax  rules  without  specific 
approval  by  Congress. 

Bernard  Wolfman,  dean  of  the  Uni¬ 
versity  of  Pennsylvania  law  school, 
called  the  Administration  move  an  “il¬ 
legal  and  unconstitutional  arrogation  of 
legislative  power.” 

The  prospect  of  the  court  challenges 
raises  difficult  questions  for  business  ex¬ 
ecutives.  Should  a  company  adopt  the 
liberalized  depreciation  rules  and  use 
the  tax  savings  to  finance  a  stepped-up 
schedule  of  capital  investment? 

What  if— a  year  or  two  from  now— 
a  final  court  decision  invalidates  the 
new  rules? 

Obviously,  a  firm  that  had  speeded 
its  depreciation  deductions  would  owe 
back  taxes.  And  it  would  be  in  a  po¬ 
sition  of  having  misstated  profits. 

"Chilling  effect."  Questions  about 
the  legality  of  the  changes  “will  have  a 
chilling  effect  on  investment  plans, 
thereby  reducing  the  economic  impact,” 
according  to  Walter  W.  Heller,  chief 
economic  adviser  to  Presidents  Kennedy 
and  Johnson  and  now  a  professor  at  the 
University  of  Minnesota. 

Oliver  Oldman,  director  of  Harvard 
law  school’s  international  tax  program, 
said,  “Firms  are  unlikely  to  invest  in 
new  assets  which  would  not  otherwise 
have  been  acquired  if  they  are  uncertain 
about  obtaining  the  depreciation  advan¬ 
tages  offered.” 

Treasury  Secretary  John  B.  Connally, 
Jr.,  charged  that  “political  considera¬ 
tions”  had  motivated  the  attacks  on  the 
Administration’s  authority  to  adopt  the 
liberalized  rules. 

However,  at  least  one  major  tax-advis¬ 
ory  service  has  advised  its  business 
clients  to  hold  back  on  a  switch  to  the 
new  depreciation  allowances. 

Some  corporations  are  said  to  be  study¬ 
ing  a  different  plan.  They  may  step  up 
their  depreciation-deduction  claims  but 
salt  the  tax  savings  away  in  Treasury 
bills  or  other  short-term  assets  until  the 
legal  issues  are  settled. 

If  many  firms  do  that,  the  Govern¬ 
ment  will  take  a  substantial  revenue  loss 
and  still  not  get  the  hoped-for  boom  in 
capital  investment. 


;  TRENDS  IN  FINANCE  j 

I _ J 


►  Estate-gift  taxes.  Representative 
Wilbur  D.  Mills  (Dem.),  of  Arkan¬ 
sas,  chairman  of  the  House  Ways 
and  Means  Committee,  said  in  a 
speech  June  23  he  hopes  his  Com¬ 
mittee  can  start  work  on  revision  of 
the  estate  and  gift  taxes  this  year  or 
next.  He  noted  that  if  the  $60,000 
exemption  were  “brought  up  to  date 
in  terms  of  inflation,”  it  would  be 
doubled  or  tripled. 

►  Mutual-fund  sag.  For  the  first 
time  on  record,  investors  cashed  in 
more  of  mutual-fund  shares  than 
they  bought  in  May.  Purchases  came 
to  307  million  dollars,  against  428 
million  in  redemptions. 

►  Insurance  reform.  The  National 
Association  of  Insurance  Commis¬ 
sioners  has  approved  a  resolution 
calling  on  State  legislatures  to  adopt 
a  form  of  no-fault  auto  insurance. 
Each  driver’s  insurance  firm  would 
pay  his  personal-injury  expenses 
without  regard  to  liability  or  fault. 

►  State  deficits.  State  governments, 
a  new  Census  Bureau  survey  shows, 
expect  to  collect  96  billion  dollars 

_ 


in  fiscal  1972,  but  they  plan  to 
spend  102  billion.  It  would  be  the 
sixth  straight  year  of  deficits  for  the 
States. 

►  Taxpayer  services.  A  “great  pro¬ 
liferation”  of  tax-return  services,  an 
official  has  disclosed,  has  led  the  In¬ 
ternal  Revenue  Service  to  launch  a 
study  that  could  lead  to  federal  reg¬ 
ulation  of  the  return  preparers. 

►  Going  public.  An  offering  of  4 
million  shares  of  common  stock  in 
Merrill  Lynch,  Pierce,  Fenner  & 
Smith,  Inc.— by  far  the  biggest 
brokerage  firm— was  quickly  snapped 
up  on  June  23.  Sold  originally  at 
$28  a  share,  the  stock  jumped  to  as 
high  as  $42  on  the  first  day. 

►  Aiding  small  firms.  The  Small 

Business  Administration  has  reported 
its  lending  activity  this  year  run¬ 
ning  at  an  all-time  high.  In  the  first 
II  months  of  the  year  ending  June 
30,  1971,  the  agency  approved 

68,911  loans  for  a  total  of  1.2  bil¬ 
lion  dollars— up  from  28,232  loans 
and  779  million  dollars  in  the  same 
months  last  year. 
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THE  “POWDER  KEG”  IN  CITIES 
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Flames  destroy  a  store  in  Columbus,  Ga.  It  was  one  of  several  fires  police 
said  were  deliberately  set  during  rioting.  A  civil  emergency  was  declared. 


Erupting  violence  is  stirring 
fears  of  another  riotous  sum¬ 
mer.  A  survey  of  52  cities 
shows  why  many  black  leaders 
and  city  officials  are  anxious. 

The  first  hot  days  of  summer,  1971, 
arrived  in  a  familiar  pattern— outbreaks 
of  violence  in  a  few  U.  S.  cities,  largely 
with  racial  overtones. 

Involved  at  the  outset  were  Albu¬ 
querque,  N.  M.;  Columbus,  Ga.;  Jack¬ 
sonville,  Fla.,  and  Akron,  Ohio. 

In  those  and  many  other  cities  the 
big  worry  facing  officials,  police  and 
black  leaders  was  whether  a  major  storm 
of  violence  is  now  brewing. 

"Volatile  ingredients."  The  National 
Urban  League,  summing  up  the  forecasts 
of  its  officials  in  52  cities,  said; 

“One  fact  is  clear  in  almost  all  the 
reports,  and  that  is  that  unemployment 
and  the  lack  of  recreational  facilities 
are  two  volatile  ingredients  that  have 
the  built-in  potential  for  creating  trouble. 

“The  specter  of  a  ‘long  hot  summer’ 
has  been  raised  again  and  again  over 
the  past  few  years  until  it  is  on  the 
verge  of  losing  all  meaning.  We  have 
tried  to  avoid  raising  that  possibility, 
but,  on  the  basis  of  these  reports,  this 
is  indeed  a  difficult  task.” 

In  city  after  city,  these  two  causes  of 
concern  were  cited; 

•  Persistent— and  frequently  rising- 
unemployment,  especially  among  black 
youths  in  inner  cities. 

•  Continued  lack  of  funds  for  public 
recreational  facilities,  deemed  necessary 
to  cool  down  volatile  groups. 

Black  leaders  listed  other  flash  points. 
Said  the  Urban  League; 

“The  familiar  statistics  are  all  there, 
the  cold  figures  that  weave  a  story  of 
unemployment,  poor  housing,  miserable 
schools,  drug  addiction,  police  brutality 
and  community  indifference  to  the  rape 
of  the  black  neighborhoods.” 

One  Urban  League  proposal;  that  cit¬ 
ies  with  the  highest  jobless  rates  be  de¬ 
clared  disaster  areas,  “thus  triggering 
an  infusion  of  federal  funds”  that  would 
lessen  the  chances  of  trouble. 

Police  problems.  A  pattern  that  has 
seemed  to  show  up  in  the  aets  of  vio¬ 
lence  so  far  is  a  growing  hostility  be¬ 
tween  blacks  and  police. 

In  Atlanta,  where  police  were  accused 
of  beating  a  Negro  youth,  black  leaders 
were  demanding  suspension  of  the  po¬ 
licemen  and  a  federal  investigation. 


Said  the  Rev.  E.  H.  Dorsey,  a  spokes¬ 
man  for  the  black  community; 

“We’re  sitting  on  a  powder  keg  right 
now.” 

This  was  the  record  of  early-summer 
violence  in  other  cities ; 

In  Columbus  and  Jacksonville,  racial 
trouble  erupted  into  shootings,  fires  and 
looting.  In  each  city,  the  killing  of  a 
Negro  by  police  figured  prominently 
in  the  disorders.  In  each  case,  police¬ 
men  were  suspended. 

Columbus  was  racked  by  fire-bomb¬ 
ings  and  vandalism  the  week-end  of 
June  19  after  about  500  Negroes  had 
marched  to  protest  the  firing  of  seven 
black  policemen  three  weeks  earlier.  A 
civil  emergency  was  declared  June  22. 

At  Jacksonville,  National  Guardsmen 
were  put  on  alert  after  the  outbreak  of 
the  city’s  first  racial  violence  since  1969. 

A  15-year-old  Negro  boy,  suspected 


by  police  of  stealing  a  car— which  turned 
out  to  be  his  father’s— was  shot  to  death 
by  a  white  policeman  on  June  10.  With¬ 
in  a  few  days,  fire-bombings  and  looting 
shattered  racial  calm.  Property  damage 
soared  near  the  $500,000  mark.  More 
than  300  were  arrested. 

In  Albuquerque,  1,000  National 
Guardsmen  were  called  to  put  down 
a  riot  by  youths,  including  many  of 
Mexican  descent.  Police  cars  were  over¬ 
turned  and  burned.  Arrests  totaled  521. 

In  Akron,  for  the  fourth  summer  in  a 
row,  black  youths  mixed  it  up  with 
police,  who  this  time  used  tear  gas  to 
disperse  crowds  in  a  black  section  of 
the  city. 

What's  to  come?  Jacksonville’s  May¬ 
or  Hans  Tanzler  had  this  warning; 

“I  think  you  are  going  to  see  this  in 
every  major  city  in  this  country.  It  will 
continue  to  get  worse.” 


National  Guardsmen  in  gas  masks  move  against  demonstrators  in  Albuquer¬ 
que.  Structure  burning  in  background  is  city’s  public-school  office  building. 
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Interview  With  the 
Postmaster  General 


The  first  real  overhaul  of  the  U.  S.  postal 
system  since  the  days  of  Benjamin  Franklin  is 
now  under  way.  What  will  you  notice?  How  will 
it  work?  What  will  it  cost?  Postmaster  General 
Winton  M.  Blount  came  to  the  conference  room 
of  “U.  S.  News  &  World  Report”  for  the  exclu¬ 
sive  interview  on  these  pages. 


The  old  and  the  new:  200-year-old 
Post  Office  emblem  gives  way  to 
streamlined  one  of  Postal  Service. 


WHAT  NEW  MAIL  SERVICE 
MEANS  TO  YOU 
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Postmaster  General  Blount 


Q  Mr.  Postmaster  General,  how  long  will  it  take  before 
the  reorganized  Postal  Service  results  in  improved  mail 
service  for  the  public? 

A  That’s  one  of  our  major  problems.  You  are  not  going  to 
turn  the  Postal  Service  around  overnight  into  a  modern,  well- 
managed  national  utility— not  an  organization  that  has  been 
run  for  two  centmies  the  way  this  one  has  been  run. 

The  well-known  shortness  of  the  American  public’s  fuse 
is  something  we  are  going  to  have  to  deal  with. 

Q  Nevertheless,  do  you  feel  the  reorganization  will  im¬ 
prove  service? 

A  Yes.  The  structure  enables  us  to  run  the  Postal  Service 
insulated  from  the  kind  of  political  pressures  that  have  op¬ 
erated  on  it  in  the  past.  It  is  no  panacea.  It  is  going  to  have 
to  be  run  by  people.  But  it  lets  us  bring  into  the  operation 
of  the  department  the  kind  of  management  techniques  and 
methods  that  have  been  successful  in  the  private  sector. 

These  techniques  are  completely  applicable  to  the  postal 
department  because  we  are  an  operating  department,  pro¬ 
viding  identifiable  service  to  identifiable  customers.  Other 
Cabinet  departments  are  either  policy  or  program  depart¬ 
ments. 

Q  What  have  been  the  major  difficulties? 

A  Look  at  the  gaps  we  have  in  capital  investment— be¬ 
tween  what  we  have  and  what  we  ought  to  have.  One 
measure  is  that  we  have  about  $1,500  per  employe  invested 
in  capital  facilities,  where  the  communications  industry  in 
general  has  about  $32,000  per  employe.  That  is  a  tre¬ 
mendous  gap  in  the  tools  that  are  put  in  the  hands  of  em¬ 
ployes  to  improve  productivity. 

Let’s  take  the  training  of  our  managers:  If  you  compare  the 
training  a  postal  manager  has  to  the  training  of  his  counter¬ 
part  in  the  private  sector,  you  see  another  tremendous  gap. 

Q  What’s  the  reason  for  these  gaps? 

A  In  the  past,  the  Post  Office  had  to  go  to  Congress  for 
its  capital  appropriations,  for  its  training  appropriations  and 
everything  else.  And  Congress,  with  all  of  the  other  urgent 
national  priorities,  foimd  it  easy  to  say:  “Just  keep  on  doing 
it  the  way  you  used  to  do  it.  Don’t  give  training  to  the  peo¬ 
ple.  Don’t  build  capital  facilities.” 
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As  a  result,  we  are  a  very  labor-intensive  operation,  and 
we  have  to  change  to  be  more  of  a  capital-intensive  opera¬ 
tion.  It  takes  time  to  put  these  things  in  place  and  get  the 
benefit  from  the  modernization,  the  technology,  the  kind  of 
management  training  and  management  methods  that  are 
available. 

On  the  other  hand,  if  you  look  downstream  five  years  from 
now,  we  are  going  to  have  a  modern,  well-managed  national 
utility  called  the  United  States  Postal  Service,  giving  dra¬ 
matically  better  service  to  the  American  people— and  far 
more  economically  than  would  be  done  otherwise. 

Q  When  you  say  “economically,”  do  you  mean  that 
rates  for  carrying  letters  may  go  down? 

A  I  don’t  have  any  question  that  we  can  save  1  or  2 
billion  dollars  a  year  in  the  operation  of  the  Postal  Service. 
You  have  to  realize,  though,  that  we  live  in  the  same  society 
everybody  else  lives  in.  As  we  bring  about  these  savings,  we 
are  going  to  have  gradually  increasing  costs.  But  we  will 
have  far  more  ability  under  the  structure  today  to  put  in 
cost-saving  techniques  to  absorb  some  of  these  rising  costs 
and  not  have  to  pass  them  on  to  the  public.  I  think  we  can 


at  10  o’clock,  12  o’clock,  2  o’clock  at  night— when  passen¬ 
gers  aren’t  flying.  Amtrak  has  cut  out  180  trains  that  were 
previously  available. 

We  have  had  to  adjust  to  that.  We  have  more  air  taxis 
today,  for  instance,  than  we  have  ever  had  before. 

Q  Are  you  planning  any  cutbacks  in  service— Saturday 
deliveries  in  residential  areas,  for  example? 

A  We  don’t  have  any  plans  for  cutting  out  Saturday 
delivery  in  residential  areas.  We  do  plan  to  adjust  window 
services  arormd  the  country  to  the  needs  of  om’  customers. 

Let  me  tell  you  what  we  found  out.  We  took  the  down¬ 
town  post  office  in  the  Post  Office  Building  in  Washington 
and  found  that  on  Satmdays  they  had  15  window  clerks  at 
that  post  office.  We  cormted  up  one  day  and  we  didn’t  have 
15  customers  in  there  on  Satmdays. 

But  out  in  the  suburban  areas,  our  post  oflBces  are  used 
very  much.  So  we  increased  window  services  out  there  where 
the  public  needs  it  and  reduced  it  in  the  Post  Office  Build¬ 
ing  where  it’s  not  used. 

Those  who  like  to  criticize  the  Post  Office— and  this  is 
almost  a  national  pastime— seize  on  every  adjustment  in  serv- 


"In  the  suburban  areas,  our 
post  offices  are  used  very 
much.  So  we  increased  win¬ 
dow  services  out  where  the 
public  needs  it  and  reduced 
it  where  it’s  not  used.” 
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definitely  be  sme  that  rate  increases  in  the  future  will  be  far 
better  controlled  than  they  have  been  in  the  past.  They  will 
come  along  slower  and  be  smaller. 

Q  Is  five  years  the  minimum  time  before  the  public  will 
start  to  notice  better  mail  service? 

A  Oh,  no.  There  will  be  improvements  in  service  all  the 
time.  For  instance,  we  just  annomiced  two  months  ago  stand¬ 
ards  for  the  delivery  time  of  airmail.  For  the  first  time  in  the 
history  of  the  Postal  Service,  we  publicly  announced  stand¬ 
ards  by  which  the  public  can  know  the  service  they  can 
expect  us  to  give  them,  and  our  people  themselves  can  know 
what  kind  of  service  they  are  expected  to  give. 

We  expect  to  announce  shortly  standards  for  the  delivery 
of  first-class  mail  within  local  areas. 

Q  How  are  the  airmail  standards  working  out? 

A  I  don’t  have  any  question  that  we  are  going  to  meet 
our  goal  of  next-day  delivery  of  95  per  cent  of  airmail  let¬ 
ters  within  600  miles. 

Q  Why  shouldn’t  it  be  100  per  cent  instead  of  95  per 
cent? 

A  You  have  to  realize  that  we  have  such  things  as  trans¬ 
portation  breakdowns  and  transportation  gaps  that  make  it 
impossible  to  reach  100  per  cent  performance. 

Availability  of  transportation  is  one  of  the  things  that  have 
drastically  affected  the  Postal  Service  within  the  past  year. 
We  have  lost  over  700  airline  flights.  The  airlines  have  been 
cutting  back  their  schedules.  And  a  great  number  of  the  cut¬ 
backs  have  come  at  times  when  we  wanted  the  service- 


ice  to  claim  that  we’re  reducing  service.  That’s  not  true  at 
all.  We  are  increasing  service  in  every  conceivable  fashion— 
that’s  our  policy.  What  it  does  mean  is  that  om-  customers 
today  are  not  using  services  they  did  50  years  ago;  so  we 
cut  them  out  and  provide  our  customers  with  something  they 
do  in  fact  need. 

Q  Wouldn’t  it  save  a  lot  in  labor  costs  if  you  could  elim¬ 
inate  the  Saturday  delivery? 

A  We  have  cut  out  certain  Satmday  deliveries  in  down¬ 
town  business  areas,  where  our  customers  are  businesses  and 
90-odd  per  cent  of  them  are  closed.  It  doesn’t  make  sense  for 
us  to  provide  service  to  a  place  that  is  closed. 

On  the  other  hand,  our  individual  customers  in  both  the 
suburban  and  rural  areas— the  residential  communities— want 
Saturday  sei-vice;  so  we  are  going  to  continue  to  provide 
them  with  it. 

Q  Besides  more  window  service  in  the  suburbs,  where 
else  have  you  increased  service? 

A  Last  year  we  created  a  brand-new  service  to  the  Ameri¬ 
can  public  called  a  Mailgram.  We  have  Western  Union  re¬ 
ceiving  stations  in  our  post  offices.  You  can  send  a  Mailgram 
to  any  one  of  these  offices  and  we’ll  deliver  it. 

This  is  a  new  communications  device  that  takes  advan¬ 
tage  of  the  speed  of  electronics  for  transmission  and  the  econ¬ 
omy  of  our  vast  delivery  system.  It  is  faster  than  the  fastest 
letter  and  cheaper  than  the  cheapest  telegram.  The  cost 
varies  according  to  the  distance  it  is  sent.  About  50,000 
(continued  on  next  page) 
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Mailgrams  a  week  are  being  sent  now,  and  they  are  all  guar¬ 
anteed  to  be  delivered  the  next  day. 

Q  Are  most  Mailgrams  personal  or  commercial  messages? 

A  A  mixture.  Previously,  this  service  has  been  available 
only  to  Western  Union’s  Telex  customers,  who  are  principal¬ 
ly  businesses.  Now  we  are  going  into  a  program  where  an 
individual  can  take  advantage  of  it.  And  this  program  will 
be  expanded  to  all  parts  of  the  country. 

You  see,  any  new  service  we  can  hang  on  the  delivery 
service  we  have  in  place  across  the  country  is  going  to  be 
an  economical  thing  for  us  to  do  and  for  anybody  to  use. 

We  have  other  services  that  we  have  created  this  year— 
the  courier  service  or  mail-express  program,  for  example. 
It  is  still  in  a  test  period,  but  we  have  a  number  of  custom¬ 
ers.  A  messenger  comes  to  yom'  place  of  business,  picks  up 
mail  and  takes  it  directly  to  the  airport,  where  it  is  sent  to 
its  destination.  There,  another  messenger  picks  it  up  at  the 
airport  and  takes  it  directly  to  the  recipient.  It  never  goes 
to  the  post  oflSce. 

Q  Is  this  courier  service  eventually  going  to  replace  spe¬ 
cial  delivery? 

A  No,  because  the  courier  service  is  designed  for  users 
of  a  substantial  amount  of  mail.  It  is  not  designed  for  the 
individual. 

Q  Does  special  delivery  arrive  any  faster  than  regular 
mail?  Is  it  more  or  less  doomed? 

A  No.  We  have  a  large  volume  of  special-delivery  busi¬ 
ness.  Of  course,  special  delivery  is  just  what  the  name  says— 
it  is  special  “delivery.”  It’s  not  special  in  transit.  But  it  does 
give  a  speedier  service  than  ordinary  mail. 

Q  Do  you  foresee  a  return  to  twice-a-day  delivery  to 
homes? 

A  I  would  doubt  it.  There’s  not  much  demand  for  it. 

Q  How  long  do  you  think  the  8-cent  stamp  for  first- 
class  letters  will  last? 

A  I  would  hope  for  some  time.  Of  course,  this  has  to  do 
with  our  level  of  costs.  If  our  costs  are  drastically  affected 
for  one  reason  or  another,  we  would  have  to  examine  the 
situation  and  decide  what  the  appropriate  rate  should  be. 

Once  we  get  over  this  transition  period  and  have  the  kind 
of  nationwide  utility  this  should  be,  we  can  expect  to  be 
able  to  predict  our  costs  a  great  deal  better  than  we  can 
today.  And  we’ll  also  be  able  to  expect  adjustments  in  rates 
to  last  for  longer  periods  of  time. 

Q  Congress  used  to  set  postage  rates.  How  are  they  set 
now? 

A  There  is  now  an  independent  Postal  Rate  Commission, 
composed  of  five  members.  The  postal  management  certifies 
to  the  Rate  Commission  that  our  costs  exceed  our  income  and 
suggest  various  rate  increases.  The  Commission  holds  public 
hearings  and  recommends  to  the  Postal  Board  of  Governors 
what  the  increases  should  be.  If  the  Board  accepts  the 
recommendations,  the  rates  go  into  effect.  If  the  Board  dis¬ 
agrees,  they  can  ask  the  Commissioners  to  reconsider  their 
findings.  Or,  if  they  find  the  rates  recommended  are  not  suf¬ 
ficient  to  meet  costs,  by  a  unanimous  vote  the  Governors 
can  put  into  effect  rates  they  feel  will  meet  costs. 
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Delivery  of  a  Mailgram  the  next  day  is  guaranteed.  This 
brand-new  service,  says  Mr.  Blount,  is  “cheaper  than  the 
cheapest  telegram’’  and  will  be  expanded  nationwide. 


Q  Why  are  the  8-cent  stamp  and  other  recent  increases 
called  “temporary”? 

A  If  the  Rate  Commission  does  not  act  within  90  days 
after  we  have  submitted  an  application  for  an  increase,  the 
Board  has  the  authority  to  put  temporary  rates  into  effect. 
Since  the  Rate  Commission  was  just  appointed  in  November, 
it  was  impossible  for  them  to  act  within  the  90-day  period. 
So  we  had  to  proceed  under  the  temporary  authority. 

Q  Might  present  postal  rates  change  when  the  Rate 
Commission  makes  its  decision? 

A  They  could.  But  we  have  acted  on  the  assumption 
most  of  these  rates  are  not  going  to  be  changed  very  much. 

Q  The  legislation  setting  up  the  U.  S.  Postal  Service  re¬ 
quires  you  to  operate  on  a  self-supporting  basis.  When  are 
you  supposed  to  reach  the  break-even  point? 

A  In  1984.  I  think  that’s  too  long  a  period  and  that  we 
should  be  able  to  reach  that  point  in  six  or  seven  years.  That 
would  mean  a  saving  to  the  Treasury  of  at  least  1.4  billion 
dollars— the  amount  of  our  subsidy  today. 

Q  Does  the  new  rate  structure  have  the  various  public- 
service  elements  we’ve  had  in  the  past? 

A  The  legislation  provides  that  the  rate  adjustments  for 
certain  classes  of  mail— like  second  class  for  magazines  and 
newspapers— be  phased  in  over  a  five-year  period.  Revenue 
that  we  lose  by  charging  the  phase-in  rate  rather  than  the  full 
and  appropriate  rate  is  called  “revenue  forgone.”  Congress 
appropriates  the  frmds  to  make  up  that  gap. 

In  the  case  of  charitable,  nonprofit  institutions,  that  phase- 
in  period  is  10  years.  Then  there  are  certain  classes,  like 
mail  for  the  blind,  that  will  continue  to  be  free,  and  the 
Postal  Service  will  receive  an  appropriation  from  Congress 
for  them. 

But  we’re  not  dependent  upon  the  appropriations  process 
in  any  area.  If  Congress  fails  to  appropriate  these  “revenues 
forgone,”  we  have  the  authority  simply  to  adjust  the  rate 
in  the  full  amount  at  that  point  in  time  rather  than  phase  it 
in.  There  should  be  no  problem  with  Congress  appropriat¬ 
ing  funds  for  the  phase-in  period,  since  it  agreed  to  do  that 
in  the  Reorganization  Act.  But  if  it  doesn’t,  we  have  an  out. 

Q  In  other  words,  you’ll  raise  the  rates? 

A  Sure. 

Q  What  about  free  franking  for  Congressmen— do  you 
still  have  that? 

A  Yes,  but  that’s  a  very  profitable  business  for  us.  Con¬ 
gress  pays  us  for  it  and  the  other  departments  of  Govern¬ 
ment  pay  us  for  their  mail.  It  involves  such  things  as 
standardized  envelope  sizes  which  make  it  more  economical 
for  us  to  handle. 

Q  What  is  classed  as  “junk  mail”?  What  will  happen  to 
it? 
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A  Generally,  some  people  have  referred  to  third  class- 
direct  advertising  through  the  mails— as  coming  under  that 
term.  But  for  us  it  has  been  and  continues  to  be  the  most 
profitable  class  of  mail  we’ve  got.  Some  of  our  customers 
do  object  to  receiving  it.  And  I  think  the  value  a  recipient 
places  on  a  piece  of  mail  is  an  appropriate  consideration 
in  the  rate-making  process. 

INCENTIVE  FOR  BETTER  SERVICE- 

Q  What  is  the  incentive  for  the  Board  of  Governors  to 
keep  postal  rates  low,  to  improve  service  and  cut  costs? 

A  There  is  no  institution  that  is  successful  over  the  long 
teiTU  that  doesn’t  do  a  good  job  for  its  customers.  And  this 
does  lead  to  the  most  economical  rates. 

We’ve  also  built  into  this  legislation  certain  things  to  put 
spurs  on  the  back  of  management  to  make  the  right  kind 
of  decisions.  For  instance,  we’ve  provided  that  the  Service 
be  on  a  break-even  basis  by  a  certain  time. 

In  addition,  we’ve  provided  that  the  Postal  Service  can 
sell  bonds  to  the  general  public  without  the  full  faith  and 
credit  of  the  Government  behind  them.  And  we  now  have 
the  agreement  of  the  Treasury  to  do  precisely  that.  If  we  go 
out  and  sell  bonds  to  the  private  investor,  we’re  going  to 
have  to  make  certain  covenants  that  are  going  to  have  to  be 
kept. 

These  are  the  kinds  of  spurs  that  have  been  on  the  back 
of  management  in  the  private  sector  to  make  firms  eco¬ 
nomical,  well-run  organizations  that  deserve  the  confidence  of 
the  private  investor.  They  will,  I  think,  accomplish  the  same 
results  for  the  Postal  Service  in  the  long  run. 

Q  When  are  you  going  to  sell  these  bonds? 

A  We  anticipate  we’ll  sell  the  first  group  in  the  fall, 
probably  around  October.  The  first  issue  will  probably  be 
about  250  million  dollars. 

Q  Will  they  be  tax-exempt? 

A  No. 

Q  If  they  don’t  have  the  backing  of  the  Government  and 
are  not  tax-exempt,  aren’t  you  going  to  have  to  pay  a  pretty 
high  rate? 

A  We  don’t  think  so.  Again,  we  wrote  certain  provisions 
into  the  legislation— recognizing  that  since  we  haven’t  had 
experience  in  the  market,  the  investor  doesn’t  have  reason 
to  have  confidence  in  us. 

We  have  a  right  to  call  on  the  Treasury  Department  for 
2  billion  dollars’  worth  of  bonds— out  of  our  total  authoriza¬ 
tion  of  10  billion  dollars.  That  can  be  used  as  security  for 
this  issue.  And  there  are  other  things  we  can  do  in  writing 
the  issue  that  will,  we  think,  enable  us  to  sell  these  bonds  at 
a  very  low  rate.  And  we  think  they  will  be  widely  accepted. 

Q  What  will  you  use  the  borrowed  money  for? 

A  Gapital  facilities. 

We  have  developed  two  systems  that  we  expect  to  be 
basic  in  running  the  Postal  Service.  One  is  what  we  call  the 
bulk-mail  system.  Bulk  mail  includes  packages,  parcels  and 
the  second  and  third-class,  non-time-value  mail  that  we 
handle  in  sacks.  The  latter  consists  of  circulars  and  items 
that  do  not  get  priority  treatment. 

The  bulk-mail-handling  system  will  have  21  processing 
facilities  around  the  country  which  will  be  filled  with  con¬ 
veyors  and  computers  and  all  the  kinds  of  equipment  with 
which  you  handle  bulk  mail.  This  is  going  to  drastically 
improve  the  service  to  the  American  public  and  at  the  same 
time  reduce  our  operating  cost  significantly. 

Q  Are  these  completely  new  centers? 

A  Yes.  We’ll  build  new  buildings.  We  expect  this  system 
to  cost  about  a  billion  dollars  to  put  in  place,  and  we  expect 
to  save  over  300  million  dollars  a  year  in  operating  expenses. 

For  the  rest  of  our  mail— first-class  letters— we  are  develop¬ 


ing  a  “letter-mail  code-sort  system.”  We  have  a  pilot  plant 
in  Gincinnati,  Ohio.  When  a  letter  comes  into  the  system, 
a  machine— an  optical  scanner— takes  the  address  and  puts 
a  dot-dash  code  on  the  envelope  which  can  then  be  read  by 
a  relatively  inexpensive,  mechanical  reader  at  any  other 
point  in  the  distribution  process. 

There  are  some  things  to  be  worked  out  in  perfecting 
this  system,  and  we  are  about  six  months  away  from  a  de¬ 
cision  on  construction.  When  we  do  decide  to  go  ahead, 
it  will  be  about  a  2-billion-dollar  system  that  we  will  put  in 
at  some  250  places  around  the  country.  And  we  expect  it  to 
save  us  between  800  and  900  million  dollars  a  year  in  oper¬ 
ating  expenses. 

This  is  what  we’re  talking  about  in  mechanizing  and 
modernizing  and  automating  the  Postal  System.  There  will, 
of  course,  be  some  letters  that  will  not  be  readable  by  a 
machine.  So  we’ll  have  to  provide  ways  of  handling  that 
mail. 

Q  Are  you  predicting  that  you  will  get  your  money 
back  in  three  years  on  these  new  systems? 

A  Yes,  this  kind  of  pay-off  is  a  great  return  on  investment. 

Now,  this  modernization  wouldn’t  be  possible  if  we  didn’t 
have  the  Postal  Reorganization  Act,  because  we  would  have 
to  go  to  Gongress  for  each  and  every  approval  of  each  and 
every  building.  We  couldn’t  plan  a  three  or  five-year  con¬ 
struction  program  to  put  in  nationwide  systems  like  these. 
There  would  be  the  tugging  and  hauling  and  all  that’s  in¬ 
volved  in  the  political  process  of  getting  a  building  ap¬ 
proved. 

Q  Is  the  Post  Office  inventing  these  machines? 

A  Much  of  what  we  are  doing  is  adapting  to  the  Postal 
Service  equipment  that  is  presently  available.  In  the  letter- 
mail  system,  we  are  generating  some  state-of-the-art  break¬ 
throughs.  For  instance,  in  the  optical  scanner,  we  have  two 
development  contracts  that  are  proceeding  on  a  third- 
generation  character  reader  which  will  vastly  increase  our 
capacity  and  capabilities. 

We  have  been  concentrating  on  getting  results  from  a 
research  program  and  have  been  allocating  a  much  greater 
part  of  our  resources  to  research  than  in  the  past.  Our  budget 
in  the  area  is  now  over  100  million  dollars  a  year— a  dramatic 
increase. 

SPEED-UP  WITH  THE  ZIP  CODE- 

Q  Will  the  letter-mail  system  mean  that  the  average 
citizen  will  have  to  use  a  ZIP  code  to  get  his  letters  de¬ 
livered? 

A  The  ZIP  code  will  greatly  facilitate  the  operation  of 
the  system.  But  we  don’t  contemplate  a  requirement  in  that 
area  now.  What  we  are  doing  is  saying  to  our  customers: 
“You’ll  be  offered  better  service  this  way.” 

Now,  80  per  cent  of  our  mail  volume  comes  from  busi¬ 
nesses  and  most  of  them  use  ZIP  codes.  Our  ZIP  code  usage 
is  now  over  80  per  cent  nationwide  and  we  expect  that  to 
continue  and  to  increase. 

Q  Does  it  make  much  difference  today  whether  or  not  a 
letter  has  a  ZIP  code  on  it? 

A  Oh,  it  makes  a  great  deal  of  difference. 

If  a  letter  comes  into  the  post  office  with  a  ZIP  code  on 
it,  all  the  clerk  has  to  do  is  sort  from  number  to  number. 
But  if  it  comes  in  with  just  the  address  on  it,  he  has  to 
remember  what  the  right  number  is.  And  sometimes  he  re¬ 
members  correctly  and  sometimes  he  doesn’t.  Take  the 
letter-sorting  machines,  which  are  used  more  and  more  in 
urban  areas.  A  letter  with  the  ZIP  code  on  it  goes  immediate¬ 
ly  into  the  proper  slot.  But  if  it  has  just  the  address  and  the 
clerk  doesn’t  immediately  recall  the  right  ZIP  code,  the  let- 
(continued  on  next  page) 
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ter  goes  into  a  reject  slot  and  has  to  come  back  and  be 
sorted  later. 

A  lot  of  our  missent  letters  are  those  that  do  not  have 
ZIP  codes  on  them. 

Q  Previously,  a  disgruntled  customer  could  write  to  his 
Congressman.  Whom  does  he  turn  to  now? 

A  I  have  just  set  up  an  Office  of  Consumer  Advocate,  to 
cut  away  the  red  tape  and  deal  with  complaints. 

We  would  like  a  disgruntled  customer  to  complain  first 
to  his  postmaster— the  local  management.  If  he  isn’t  satisfied 
there,  then  he  has  this  avenue  of  the  Consumer  Advocate, 
who  has  a  direct  pipeline  into  my  office.  He’ll  be  able  to 
get  at  what  the  problem  is  and  get  an  answer  to  the  com¬ 
plaint. 

We  handle  87  billion  pieces  of  mail  a  year.  If  we  were 
99.99  per  cent  perfect,  we  would  still  have  8.7  million 
possible  complaints.  We’re  working  very  hard  to  get  our  cus¬ 
tomers  to  complain  to  us  and  working  very  hard  to  educate 
our  management  to  be  responsive  to  their  complaints. 

Q  In  your  independent  status,  would  you  be  bound  by  a 
law  Congress  passed  banning  pornography  in  the  mail? 

A  We  would  be  bound  by  any  law  that  Congress  passes 
relative  to  the  Postal  Service.  There  are  many  laws  relating 
to  pornography  that  apply  to  us  today. 

Q  How  do  you  determine  what  is  and  is  not  pornography? 

A  The  laws  explicitly  spell  out  what  is  prohibited  to 
come  through  the  mail.  The  Postal  Service  doesn’t  engage  in 
any  censorship  in  regard  to  it.  It  is  not  a  matter  of  judgment. 

We  have  some  new  procedures  that  came  in  with  the  Re¬ 
organization  Act.  One  of  these  allows  any  person  who  does 
not  want  to  receive  this  type  of  material  to  sign  up  with  the 
Postal  Service.  We  maintain  a  master  list,  and  if  anyone  on 
that  list  receives  that  type  of  material  from  any  source 
whatsoever,  the  sender  is  subject  to  the  penalties  of  the  law. 
The  sender  can  avoid  that  by  buying  this  list  from  the  Post 
Office  and  screening  his  own  mailing  list  against  the  master 
list. 

Q  Do  you  ever  have  to  go  to  Congress  or  the  President 
for  approval  to  raise  postal  rates,  build  a  post  office  or 
close  a  post  office? 

A  No.  The  congi-essional  role  is  one  of  oversight— of  really 
looking  at  the  policy  and  the  fimction  of  the  Postal  Service 
in  our  nation,  rather  than  dealing  with  the  day-to-day  oper¬ 
ations.  We  are  an  independent  establishment  within  the  exec¬ 
utive  branch.  The  President  appoints  the  Board  of  Governors, 
who  serve  staggered  nine-year  terms.  There  are  nine  of  them. 
So  one  goes  off  the  board  every  year.  A  President  would  have 
to  serve  two  terms  before  he  could  appoint  a  majority. 

The  board  chooses  the  Postmaster  General,  who  then  be¬ 
comes  a  member  of  the  board.  He  no  longer  has  a  Gabinet 
post,  although  the  title  remains  the  same.  He  serves  at  the 
pleasure  of  the  board.  If  he  doesn’t  cut  the  mustard,  they 
fire  him.  It  has  nothing  to  do  with  a  change  in  Administra¬ 
tion  or  any  political  connections  any  more. 

Q  How  big  is  the  Postal  Service? 

A  We  have  about  750,000  employes.  Our  costs  are  a  lit¬ 
tle  over  10  billion  dollars  a  year  and  revenues  a  little  over 
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8  billion.  We  will  handle  as  much  mail  this  year  as  is 
handled  in  all  the  rest  of  the  free  world  combined.  Our  as¬ 
sets  are  between  2  and  3  billion  dollars— all  owned  by  the  • 
American  people. 

Q  How  do  you  rank  with  some  other  large  corporations? 

A  AT&T  has  about  850,000  employes.  General  Motors 
has  about  800,000. 

Q  Do  your  employes  have  the  same  civil-service  um¬ 
brella  that  other  federal  employes  have? 

A  No.  They  are  still  Government  employes  but  in  a  new 
federal  service  under  the  U.  S.  Postal  Service.  The  civil- 
service  retirement  system  applies  completely  to  all  of  them. 
But  the  other  rules  and  regulations  of  the  civil  service  do 
not  automatically  apply  to  them. 

The  rights  of  a  large  proportion  of  the  employes  are  sub-  f, 
ject  to  collective  bargaining  between  the  employe  miions 
and  management.  Negotiations  are  going  on  right  now  with 
the  seven  unions  that  have  national  exclusive  recognition. 

Q  Do  they  have  the  right  to  strike? 

A  No.  The  law  prohibits  strikes,  just  as  the  previous  law 
did. 

A  phenomenon  that  has  been  growing  around  the  country, 
at  the  State  and  local  as  well  as  the  federal  level,  is  the 
growing  number  of  strikes  by  Government  employes— even 
though  it  is  against  the  law.  I  think  one  of  the  reasons  is 
that  the  labor-management  relations  in  the  Government 
sector  are  far  behind  those  in  the  private  sector. 

One  of  the  factors  that  brought  on  the  strike  by  postal  ■ 
workers  last  year,  I  think,  was  the  employes’  strong  desire 
for  a  wage  increase  and  the  failure  of  the  Gongress  to  re¬ 
spond.  The  strike  resulted  from  pure  frustration. 

This  new  law  gives  us  the  structure  to  resolve  bargain-  ■ 
ing  impasses  that  will  obviate  the  need  for  strikes. 

Q  How  does  that  structure  work? 

A  The  law  first  provides  for  90  days  of  bargaining.  If  ' 
they  are  unable  to  agree  at  the  end  of  that  time,  a  fact¬ 
finding  board  is  convened.  The  board  has  45  days  in  which  ^ 
to  report.  Then,  there  is  another  45  days  of  bargaining. 

Finally,  if  the  parties  themselves  do  not  adopt  an  al-  , 
ternate  method  of  resolving  their  impasses  there  is  a  pro- 
vision  for  arbitration  binding  on  both  parties. 

Q  Can  bargaining  end  up  with  a  “miion  shop”  or  a  “closed  J 
shop”?  - 

A  No.  They  are  specifically  prohibited.  ^ 

Q  Do  you  have  greater  power  now  to  discharge  people  j 
you  feel  are  incompetent? 


A  We  have  no  greater  power,  but  the  procedures  are 
less  cumbersome  and  still  protect  the  rights  of  the  employes. 

Q  As  you  mechanize,  do  you  think  you  are  going  to  be 
able  to  reduce  the  number  of  employes  and  labor  costs? 
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A  As  we  mechanize,  we  are  confident  that  there  will  be 
a  resultant  increase  in  productivity  which  will  result  in  a  re¬ 
duction  in  labor  costs. 

Q  Don’t  you  have  a  reduction  under  way  now? 

A  We  have  a  reduction  in  force  under  way  now  at  the 
regional  and  headquarters  management  levels.  This  is  the 
first  reduction  in  force  ever  in  the  Post  Office  Department. 
Most  Government  departments  have  RIF’s  every  year  or  so. 
It  is  like  pruning  a  tree;  it  makes  it  grow  better.  But  that 
wasn’t  the  way  they  did  business  in  the  Post  Office.  They 
just  piled  layer  upon  layer  of  people. 

Q  You  recently  reduced  the  number  of  postal  regions 
from  15  to  five.  What  is  the  advantage  of  that? 

A  After  studying  the  internal  organization  for  a  great 
number  of  months,  we  came  to  the  conclusion  that  one  of 
the  most  important  things  to  do  was  to  force  decentraliza¬ 
tion.  Everything  was  centralized  here  in  Washington.  The 
most  ridiculous  requests  had  to  come  all  the  way  to  Wash¬ 
ington  for  approval.  It  just  didn’t  make  sense. 

Since  January,  1969,  we  have  delegated  authority  to 
make  decisions  on  230  separate  matters— power  formerly  held 
in  Washington— to  either  the  regional  director  or  to  the 
local  postmaster. 

Now,  we  need  to  go  further  and  further  in  that  direction. 
In  reducing  the  number  of  regions  to  five  for  the  whole 
country,  we  are  greatly  increasing  the  area  of  control  of 
the  regional  director,  who  will  now  be  called  regional  post¬ 
master  general. 

At  the  same  time,  we  are  building  a  management  struc- 
tui’e  at  the  metropolitan-area  level  and  the  district  level. 

Let  me  describe  the  situation  in  Philadelphia.  The  metro¬ 
politan  area  has  148  separate  post  offices.  They  grew  up 
very  naturally,  with  a  community  here  with  a  post  office 
and  a  community  there  with  a  post  office.  Today,  though, 
the  metropolitan  area  has  encompassed  them  all.  It  is  ob¬ 
vious  that  the  urban  area  should  he  managed  as  one  entity, 
rather  than  as  148  separate  units  as  it  now  is  managed. 

So  we  are  putting  a  metropolitan-area  manager  in  charge 
of  the  post  offices  in  the  Philadelphia  area,  and  we  are  doing 
the  same  thing  in  other  cities.  Outside  metropolitan  areas, 
we  are  grouping  the  rest  of  the  country  in  large  districts 
with  a  manager  comparable  to  metropolitan-area  managers. 
And  that’s  the  level  where  most  of  the  decisions  on  the 
operations  of  the  Postal  Service  will  be  made. 

KEEPING  THE  SMALL  POST  OFFICES- 

Q  Does  that  mean  you  will  eliminate  many  post  offices? 

A  Not  necessarily.  They  will  be  branch  offices. 

Q  How  many  districts  and  metropolitan  areas  will 
there  be? 

A  Eighty-six.  That  means  there  will  be  15  to  20  people 
reporting  to  each  of  the  five  regional  postmasters  general. 
In  the  past,  each  of  the  15  regional  directors  had  an  average 
of  2,200  postmasters  reporting  directly  to  him.  It  was  im¬ 
possible  to  have  real  management.  Now,  the  regional  post¬ 
master  general  will  be  able  to  exercise  some  executive-level 
management. 

Q  You  say  the  Postal  Service  can  operate  more  efficiently 
because  it  is  out  of  politics.  How  do  you  answer  the  charge 
of  a  former  Postmaster  General,  Lawrence  F.  O’Brien,  that 
the  Service  is  bogged  down  in  partisan  politics? 

A  Anyone  who  makes  a  statement  like  that  is  either  de¬ 
liberately  misleading  the  public  or  is  ignorant  of  the  facts. 
The  law  provides  that  we  don’t  have  anything  to  do  with 
partisan  politics.  We  have  many  employes  who  are  pro¬ 
moted  in  the  Postal  Service  today— many  of  whom  are  Dem¬ 
ocrats.  I  don’t  find  managerial  competence  limited  to  any 
particular  party. 


Q  How  is  a  local  postmaster  going  to  be  selected  from 
now  on? 

A  Purely  and  strictly  on  a  merit  basis.  We  have  set  up 
15  regional  management-selection  boards,  each  composed  of 
five  members.  They  make  recommendations  on  the  candi¬ 
dates.  They  have  standards  and  criteria  and  make  recom¬ 
mendations  on  the  candidates.  That’s  the  way  we  select  all 
postmasters.  We’ve  appointed  about  3,000  postmasters  and 
over  90  per  cent  of  them  have  come  up  through  the  ranks. 

For  the  rest,  where  no  candidates  were  available  in  the 
post  office,  we  had  to  ask  the  Givil  Service  Commission  to 
give  examinations. 

Q  Might  someone  down  in  the  ranks  in  one  post  office 
be  promoted  to  the  postmastership  in  a  post  office  in  another 
city? 

A  Yes.  We  changed  the  regulations  that  limited  the 
choice  of  a  postmaster  to  people  who  lived  within  the  de¬ 
livery  area  of  that  post  office.  That  meant  if  a  man  was 
doing  a  good  job  in  Memphis,  you  couldn’t  move  him  to 
St.  Louis,  or  vice  versa. 

These  things  led  to  the  most  depressing  statistic  in  the 
Post  Office:  70  per  cent  of  the  employes  retire  at  the  same 
job  they  had  when  they  first  came  to  work.  This  was  the 
reason  we  started  at  the  very  beginning  to  try  to  build  into 
this  organization  an  opportunity  for  people  to  get  promoted. 

Q  Can  a  mailman  eventually  become  a  postmaster  now? 

A  He  can  become  Postmaster  General.  Somewhere  in 
the  ranks  of  our  750,000  people  there  will  be  young,  smart, 
tough,  aggressive,  hungry  types  who  will  say  to  themselves 
one  day  soon,  “If  I  plan  this  right  and  have  a  little  luck, 
I  can  be  Postmaster  General  of  the  United  States  in  20 
years.” 

That’s  when  mail  service  will  really  be  superb. 

Q  Are  you  changing  the  pay  scale  for  postmasters? 

A  One  of  the  worst  things  I  found  was  the  way  we  com¬ 
pensated  postmasters.  We  paid  a  man  more  if  he  hired  more 
people,  used  more  vehicles,  had  more  stations,  more  routes— 
four  of  the  biggest  disincentives  to  productivity  and  econ¬ 
omy  you  ever  saw.  You  ought  to  pay  him  more  for  just  the 
opposite. 

So  we  scrapped  all  that.  We’re  constructing  a  brand-new 
pay  schedule  and  way  of  evaluating  a  man’s  performance— 
to  build  incentive  into  the  system. 

Q  Do  you  see  signs  of  increasing  competition  from  pri¬ 
vate  delivery  services  as  a  result  of  the  rate  increases? 

A  The  Post  Office  has  always  had  competition  in  second, 
third  and  fourth-class  mail.  We’ve  had  a  legal  monopoly 
only  in  first  class.  In  fourth  class— parcel  post— we’ve  always 
had  strong  competitors,  and  they  have  been  taking  more 
and  more  of  our  business.  Competition  in  the  other  classes 
doesn’t  amount  to  much. 

MAIL  DELIVERY  BY  PRIVATE  FIRMS- 

Q  What  do  you  think  of  changing  the  law  and  allowing 
competition  from  private  firms  in  the  delivery  of  first-class 
mail? 

A  I  have  no  philosophical  difficulty  with  the  private  sec¬ 
tor  delivering  the  mail. 

But  we’re  charged  with  providing  service  to  all  of  the 
American  public  all  over  the  country.  That  means  we  op¬ 
erate  in  places  where  there’s  a  high  density  of  population 
and  in  areas  where  there’s  a  very  low  density— most  of  the 
country. 

If  you  let  private  firms  skim  off  the  high-density  business 
without  giving  them  the  same  charge  of  delivering  to  the 
low-density  areas  of  the  country,  then  the  Postal  Service 
would  be  left  with  just  the  high-cost  business.  I  don’t  think 
that’s  the  best  thing  foivthe  American  public. 
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PLAN  TO  GUARANTEE 
INCOME:  CHANCES  NOW 


All  taxpayers— but  particu¬ 
larly  the  poor  and  aged— have 
a  big  stake  in  a  bill  moving 
ahead  in  Congress.  It  could 
cost  12  billions  more  a  year. 

Legislation  which  would  make  sweep¬ 
ing  changes  in  the  nation’s  welfare  and 
Social  Security  programs  is  now  given 
a  better  chance  of  enactment  than  at 
any  time  previously. 

The  House  on  June  22  adopted  the 
far-reaching  plan,  which  includes  a  guar¬ 
anteed  annual  income  for  poor  families. 
And  the  Senate  is  to  begin  hearings  on 
the  bill  in  mid-July. 

Last  year  a  similar  House-passed  wel¬ 
fare  measure  died  in  Senate  committee. 
This  year,  Senate  backers  are  more  op¬ 
timistic,  but  prolonged  hearings  and  de¬ 
bate  are  expected  to  result  in  numerous 
changes. 

Major  opposition  centers  on  the  guar- 
anteed-income  plan. 

The  measure,  approved  in  the  House 
by  a  vote  of  288  to  132,  is  regarded 
as  revolutionary  in  its  present  form.  It 
would— 

•  Put  most  of  the  welfare  system  under 
federal  control  and  for  the  first  time 
provide  aid  for  the  working  poor. 

•  Raise  Social  Security  payroll  taxes 
for  all  workers  and  employers  and  in¬ 
crease  benefits  for  more  than  27  million 
recipients. 

•  Cost  the  Federal  Government  about 
12  billion  dollars  more  each  year  to 
start  with  and  added  sums  later. 

The  bill  was  proposed  by  President 
Nixon  and  revised  heavily  by  the  House 
Ways  and  Means  Committee  led  by 
Representative  Wilbur  D.  Mills  (Dem.), 
of  Arkansas.  A  majority  in  both  parties 
voted  for  the  bill  in  the  House. 

Opposition,  however,  came  from  “lib¬ 
erals,”  who  said  the  benefits  are  too 
low,  as  well  as  “conservatives,”  who 
objected  to  the  minimum-income  idea. 

Here  are  some  of  the  highlights  of  the 
House-passed  measure; 

WELFARE— The  present  widely  vary¬ 
ing  State  welfare  systems  would  be 
ended  and  a  federally  administered  plan 
would  be  substituted. 

By  providing  aid  to  families  of  the 
working  poor,  the  plan  could  add  as 
many  as  10  million  persons  to  the  15 
million  now  getting  welfare.  Each  fam¬ 


ily  of  four  would  be  guaranteed  an  an¬ 
nual  income  of  $2,400— financed  entirely 
by  the  U.  S.  A  maximum  of  $3,600  an¬ 
nually  would  go  to  families  with  eight 
or  more  members. 

Financial  incentives  would  be  provided 
to  encourage  recipients  to  work,  with 
relief  checks  decreasing  as  income  rises. 
The  largest  families  could  earn  up  to 
$5,940  a  year  before  losing  benefits 
entirely. 

Above  all  levels.  States  would  be 
allowed  to  provide  supplementary  funds 
but  would  not  be  required  to  do  so.  At 
present,  State  welfare  payments  vary 
from  a  low  of  $70  a  month 
in  Mississippi  to  a  high 
of  $347  a  month  in  New 
Jersey  for  a  family  of  four. 

If  the  new  plan  caused 
a  rise  in  number  of  re¬ 
cipients  in  a  State  al¬ 
ready  paying  higher  ben¬ 
efits  than  called  for,  the 
U.  S.  would  pick  up  the 
extra  tab  for  five  years. 

Already,  welfare  rolls 
have  been  increasing  rap¬ 
idly.  The  15-million  total 
is  about  double  the  num¬ 
ber  when  Mr.  Nixon  took 
office  as  President. 

Other  welfare  provi¬ 
sions  in  the  bill; 

•  Food  stamps  would 
be  eliminated. 

•  Those  on  welfare 
deemed  employable  would 
be  required  to  register  for 
jobs  or  job  training.  Ex¬ 
ceptions  would  include 
mothers  with  employable 
husbands,  mothers  who 
cannot  find  day  care  for  their  children, 
and  mothers  with  children  under  age  6. 
Later  that  age  would  be  lowered  to  3. 

•  The  U.  S.  Government  would  take 
over  welfare  for  the  aged,  blind  and  dis¬ 
abled,  providing  $2,400  a  year  for  a 
couple  and  $1,800  yearly  for  a  single 
person. 

•  Money  would  be  appropriated  for 
public-service  jobs,  job  training,  and 
day-care  facilities. 

SOCIAL  SECURITY-There  would  be 
a  5  per  cent  across-the-board  increase 
in  benefits  effective  June  1,  1972. 

Also,  future  benefits  would  go  up 
automatically  when  the  cost  of  living 
rises  3  per  cent  or  more  in  a  year  if 
Congress  had  not  raised  benefits  in  that 


year.  The  first  possible  automatic  in¬ 
crease  would  come  in  1974. 

As  for  payroll  taxes,  workers  and  em¬ 
ployers  each  now  pay  5.2  per  cent 
on  earnings  up  to  $7,800  a  year.  These 
figures  would  rise  to  5.4  per  cent  on 
$10,200,  effective  Jan.  1,  1972. 

Top  annual  tax  paid  by  a  worker— 
and  matched  by  his  employer— would 
jump  from  $405.60  this  year  to  $550.80 
next  year.  The  tax  rate  would  continue 
to  rise  to  an  eventual  7.4  per  cent. 

The  minimum  pension— now  $70.40  a 
month— would  go  up  to  $75  a  month  for 
a  worker  who  has  paid  Social  Security 
taxes  for  15  years.  This  would  increase 
$5  a  month  for  each  added  year  of 
work  credits  up  to  30  years,  when  the 
minimum  would  be  $150  a  month. 

Other  Social  Security  provisions: 

•  Amount  a  pensioner  under  72  could 
earn  without  losing  any  part  of  his  ben¬ 
efit  would  be  upped  to  $2,000  from 


$1,680.  Above  that,  benefits  would  be 
reduced  only  $1  for  each  $2  earned. 

•  Benefits  for  a  widow  65  or  older 
would  rise  from  82.5  per  cent  to  100 
per  cent  of  those  due  her  husband. 

•  Men  retiring  in  the  future  would 
be  able  to  compute  pensions  under  a 
liberalized  formula.  Those  delaying  re¬ 
tirement  beyond  65  would  qualify  for 
increased  benefits  at  the  rate  of  1  per 
cent  for  each  additional  year  worked. 

•  For  couples  married  and  working  20 
years  or  longer,  earnings  could  be  com¬ 
bined  for  figuring  benefits. 

•  Medicare,  now  limited  to  those  65 

or  older,  would  be  extended  to  the 
disabled  after  two  years  of  entitlement 
to  disability  benefits.  [end] 
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Welfare  recipients  now  total  about  15  million,  double 
the  number  in  1969.  A  House-passed  bill  could  add 
10  million  more  poor  people  to  the  assistance  rolls. 
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The  computers  that  help 

make  us  a  world  leader  in  aerospace 

also  make  us  a  nationwide  leader 
in  commercial  data  services. 


Like  many  major  aerospace  firms, 
we  have  a  substantial  investment  in 
data  processing.  But  we  use  our 
computers  for  more  than  aerospace 
programs  and  internal  business  needs. 

We  use  ours  to  generate  added  revenue 
and  growth.  □  Using  existing  knowledge  and 

hardware,  we 
diversified  into 
commercial  computer 
services  11  years 
ago.  Today  our 
McDonnell  Douglas  Automation  Company 
is  a  profitable,  full-service  computer  utility 
and  a  leader  in  this  growing,  multi-billion- 
dollar  industry.  Our  coast-to-coast  data 
centers  employ  some  3,000  data  specialists 
backed  by  $145-million  worth  of  computers. 
More  than  2,000  clients  have  used  our 
services.  □  Developing  new  markets  for 
in-house  capabilities  is  a  traditional  way  of 
growth  at  McDonnell  Douglas. 


For  example,  by  adding  new  ideas  to 
existing  technology  we  are  offering  EROS, 
the  first  practical  aircraft  collision  avoidance 
system.  □  An  important  side  of  our  military 

aircraft  market  is  the  C-9 
“flying  hospital  ward”. 
It’s  a  direct  outgrowth  of 
our  successful  DC-9 
commercial  jetliner. 

□  We  use  proven  talents  and  techniques  to 
promote  our  growth  in  space,  too.  We’re 
converting  our  Saturn/Apollo  S-IVB  stage 
into  NASA’s  Skylab,  an  Earth-orbiting, 
scientific  workshop  scheduled  for  launch  in 
1973.  □  If  our  computers,  or  our  array  of 
plants,  programs  and  people  don’t  separate 
us  from  other  aerospace  companies,  the 
way  we  use  these  resources  does.  To  find 
out  how,  write  Annual  Report,  Box 
14526,  St.  Louis,  Missouri  63178. 
i^fOOOiWAflEJLl.  - 


How  to  Take  a  Shortcut  From  Miami  to  Boston  —By  Way  of  Cucamonga 


To  avoid  traffic  jams  the  direct  way, 
telephone  calls  are  often  detoured  over 
less  busy  routes.  At  100,000  miles  per 
second,  the  long  way  around  can  be 
a  shortcut. 


This  company  will  go  to  great  lengths 
to  deliver  your  voice.  But  it  takes  a 
direct  line  through  the  advertising  pages 
of  U.S.News  &  World  Report  to  deliver 
its  own  corporate  messages  to  the 
right  audience. 

That  audience  is  defined  for  the 
advertiser  by  the  content  of  the 
magazine  itself.  The  basic  appeal  of 
U.S.News  &  World  Report  is  to  people 
who  obviously  have  a  lively  interest 
in  what's  new  and  what  it  can 
mean  to  them  in  their  business  and 
personal  lives. 

Think  of  the  magazine  in  terms  of 
your  information  needs,  and  you  get  a 
good  idea  of  why  it  attracts  the  reader- 
ship  of  more  than  8  million  concerned 


and  responsible  men  and  women  every 
week.  Like  you,  they  turn  to  us  for  a 
straightforward  presentation  of  the 
facts,  properly  analyzed  and  interpreted 
to  be  sure,  but  uncluttered  and 
unshaded  by  opinion. 

Our  specialty  is  going  straight 
to  the  point. 

U.S.News  &  World  Report 

Now  more  than 

1,875,000  net  paid  circulation 

C.  John  Kirby,  Vice  President 

&  Advertising  Director 

45  Rockefeller  Plaza,  New  York  10020 


LATEST  ADVANCES  IN  HEALTH  CARE 


ATLANTIC  CITY 

A  host  of  recent  developments  in  the 
fields  of  health  and  medicine  was  pre¬ 
sented  to  the  convention  of  the  Ameri¬ 
can  Medical  Association  meeting  here 
June  19-24. 

DOES  YOUR  HEAD  ACHE? 

A  specialist  from  Chicago,  Dr.  Sey¬ 
mour  Diamond,  said  there  are  at  least 
three  main  types  of  headaches.  They 
have  varying  causes,  call  for  different 
types  of  treatment.  The  types— 

•  Traction  and  inflammatory. 

•  Vascular,  caused  by  trouble  with 
blood  vessels  in  the  head. 

•  Tension  headaches,  the  most  com¬ 
mon,  afilicting  9  out  of  10  patients. 

Actually,  Dr.  Diamond  pointed  out, 
nervous  tension  is  seldom  the  real  cause 
of  such  headaches.  Most  frequently,  it  is 
underlying  depression.  What  helps? 

Tension  headaches  do  not  respond 
well  to  the  usual  pain-killing  drugs.  Anti¬ 
depressant  drugs.  Dr.  Diamond  says,  aid 
in  these  cases.  Tranquilizers  are  not 
recommended. 

TREATMENT  FOR  WOUNDS 

From  the  war  hospitals  of  Vietnam 
comes  a  healing  aid  that  Army  doctors 
say  is  at  least  four  times  as  efficient  as 
present  methods.  It  is  a  new  way  of 
cleaning  wounds  and  protecting  them 
against  infection. 

The  new  method  uses  a  jet  of  water 


at  a  pressure  of  between  50  and  70 
pounds  per  square  inch.  It  is  squirted 
on  the  wound  in  spurts— 800  or  more 
per  minute.  The  pulsating  jet  not  only 
gets  all  the  dirt  out  of  the  wound  bet¬ 
ter  than  a  steady  stream  or  the  use  of 
gauze  swabs— it  also  is  less  painful  to  the 
patient.  Army  surgeons  have  found. 

In  addition,  Vietnamese  experience 
has  shown  that,  when  antibiotics  are  in¬ 
troduced  into  the  water  flow,  wound 
healing  is  speeded  up. 

The  method— medical  lavage— was  de¬ 
veloped  by  Teledyne  Aqua  Tec  of  Fort 
Collins,  Colo. 

A  MATTER  OF  BALANCE 

Doctors  have  long  known  that  a  whole 
series  of  diseases  can  affect  a  person’s 
ability  to  balance  properly.  Now  a  ma¬ 
chine  is  available  that  will  measure  just 
how  poor  one’s  sense  of  balance  is. 

The  new  instrument  is  called  a  stab- 
ilograph.  It  was  developed  by  a  medical¬ 
engineering  team  at  the  St.  Louis  State 
Hospital  in  St.  Louis,  Mo.  It  will  detect, 
during  a  physical  examination,  a  sway 
of  a  millionth  of  an  inch  in  any  direction. 

Everyone  sways  a  little— backward 
and  forward  and  from  side  to  side.  If 
the  machine  detects  a  sway  outside  the 
normal  range,  the  doctor  is  alerted  to 
look  for  possible  deep-seated  disease. 

Each  disease  causes  a  characteristic 
sway,  the  St.  Louis  experts  say.  A  mal¬ 
functioning  thyroid,  for  instance,  may 


—Hess  Commercial  Studios 

A  more  efficient  way  to  clean  wounds, 
using  a  jet  of  water,  was  developed  in 
Vietnam  and  is  now  available  in  the  U.  S. 

first  be  detected  by  a  record  of  abnor¬ 
mal  side-to-side  sway  on  the  machine. 

“HIGH  RISK’’  ASTHMA 

A  team  of  doctors  from  Presbyterian- 
St.  Luke’s  Hospital  in  Chicago  reported 
on  research  into  childhood  asthma.  The 
risk  of  asthma,  they  noted,  can  be  per¬ 
manent  invalidism  or  even  death.  Their 
suggestions: 

Watch  for  signs  of  asthma  between 
severe  attacks  of  the  disease.  When 
these  signs  appear,  treat  the  patient  for 
at  least  four  days  with  ephedrine  and 
theophylline  compound.  Have  the  pa¬ 
tient  get  plenty  of  water.  Avoid  de¬ 
pendence  on  nasal  sprays  or  hormones. 

CONTROLLING  THE  “SHAKES’’ 

Now  ready  for  widespread  testing  is  a 
drug— Dantrolene  Na— which  shows 
promise  in  relaxing  spastic  muscles. 
Some  possible  future  uses— 

•  To  ease  an  athlete’s  Charley  horse. 

•  To  diminish  the  wild  movements  of 
a  youngster  with  cerebral  palsy. 

•  To  relieve  the  tremors  of  arms,  legs, 
feet  and  hands  that  afflict  many  older 
people. 

The  drug  was  developed  by  scien¬ 
tists  of  the  Emory  University  Medical 
School  in  Atlanta,  where  it  has  been 
under  test  for  four  years. 


FEWER  MEDICAL 
ASSOCIATION  MEMBERS-WHY 


For  124  years— going  back  into 
the  horse-and-buggy  stage  of  medi¬ 
cal  practice— the  American  Medical 
Association  has  been  identified  as 
spokesman  for  the  nation’s  doctors. 

Now,  for  the  first  time  in  at  least 
50  years,  fewer  than  half  of  U.  S. 
physicians  pay  dues  to  the  AMA. 

What  is  happening?  This  much  is 
clear:  The  AMA  lost  members  last 
year  and  is  faced  with  an  even 
greater  loss  this  year.  At  the  end  of 
1969,  the  AMA  had  almost  220,000 
members.  By  the  end  of  1970,  mem¬ 
bership  had  declined  to  fewer  than 
219,000. 

Now  there  arc  indications  that  as 
many  as  10,000  more  physicians  will 


drop  their  AMA  membership  this 
year.  This  is  expected  to  occur  in 
States  where  State  medical  societies 
have  dropped  rules  that  their  mem¬ 
bers  also  must  be  AMA  members. 

What’s  behind  this  shift?  Some 
AMA  officials  say  this— 

The  “new  breed”  of  doctors  com¬ 
ing  out  of  medical  schools  feel  that 
the  organization  is  too  “conservative” 
politically,  too  “hidebound”  to  rep¬ 
resent  the  new  generation. 

Will  something  be  done?  An  AMA 
vice  president  predicts:  “We  will 
move  with  the  times.  And  members 
who  left  will  come  back.  New  mem¬ 
bers  will  recast  the  AMA  to  conform 
with  changing  times.” 
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PRO  SPORTS: 

A  BUSINESS  BOOM  IN  TROUBLE 


Everything  Is  growing  in  pro¬ 
fessional  sports— except  the 
profits.  Worried  team  owners 
blame  high  salaries  and  infla¬ 
tion  for  financial  troubles. 

Professional  sports  are  booming.  At¬ 
tendance  has  shot  up  20  per  cent  in  five 
years,  dollar  receipts  even  more.  The 
number  of  major-league  teams  has  more 
than  doubled  in  a  decade. 

And  yet— 

The  days  of  big  profits  seem  to  be 
ending.  In  one  sport  after  another  it  is 
becoming  harder  for  owners  to  earn  a 
profit.  About  half  of  all  pro  teams— 
even  some  winners— are  losing  money. 

Reasons:  Costs  are  soaring  even  faster 
than  incomes.  Salaries  of  athletes  are  sky¬ 
rocketing.  Pro  basketball,  for  example, 
finds  its  zooming  gate  receipts  pouring 
out  into  million-dollar  contracts  for  play¬ 
ers.  Other  expenses— for  travel,  equip¬ 
ment,  stadiums— also  keep  going  up. 

Inflation,  in  other  words,  has  hit  sports 
as  it  has  other  businesses. 

As  ticket  prices  are  raised  in  attempts 
to  keep  pace  with  costs,  thousands  and 
thousands  of  spectators  are  being  priced 
out  of  an  expanding  market. 

Now  even  television  revenues— which 
fueled  the  financial  boom  in  sports— ap¬ 
pear  to  have  reached  their  peak. 

Bonds  vs.  ballplayers.  As  an  in¬ 
vestment,  a  team  often  produces  a  low¬ 
er  rate  of  return  than  a  nonnal  business. 

Example:  The  Baltimore  Orioles  won 
the  baseball  championship  of  the  Amer¬ 
ican  League  and  the  World  Series.  Yet 
the  Orioles  netted  only  $345,000  after 
taxes  on  a  gross  income  of  $6,460,000— 
a  rate  of  about  5  per  cent.  And  that  is 
believed  to  be  the  highest  profit  in  the 
entire  American  League. 

“From  a  financial  point  of  view,  some 
owners  would  be  smarter  to  put  their 
money  into  municipal  bonds,”  says  Har¬ 
ry  Dalton,  director  of  player  personnel 
for  the  Orioles. 

Still  the  cost  of  a  sports  franchise 
keeps  rising.  Even  losers  find  buyers. 

The  explanation;  There  are  many  side 
benefits  and  compensations— such  as  the 
fun  and  glamour  of  running  a  big- 
league  team,  and  the  tax  benefits  avail¬ 
able.  Losses  often  can  be  written  off 
against  the  owner’s  profits  from  another 
business.  Ballplayers  can  be  amortized 


— Kluefmeyer  Photo 


Basketball  pays  highest  salaries  in 
team  sports.  Lew  Alcindor,  No.  33, 
makes  about  $250,000  a  year.  But 
most  basketball  teams  lose  money. 

as  depreciable  property.  For  example, 
a  player  costing  $500,000  can  be  de¬ 
preciated  at  the  rate  of  $50,000  a  year 
for  10  years— the  expectable  length  of 
his  playing  career. 

For  the  financial  picture  of  sports,  the 
Economic  Unit  of  “U.  S.  News  &  World 
Report”  made  a  study  of  the  major 
fields  of  competition.  The  results— 

BASEBALL:  A  mixed  picture. 

Of  24  major-league  baseball  teams,  at 
least  10— and  possibly  12— lost  money 
last  year.  This  was  in  spite  of  record  at¬ 
tendance,  up  27  per  cent  since  1965. 

Seven  of  the  known  money  losers 
were  in  the  American  League.  Only 
three  were  in  the  National  League, 
whieh  outdre\A'  the  American  by  4.5 
million  spectators. 

Baseball  officials  say  a  club’s  profits 
can  soar  once  its  attendance  passes  1.5 
million  a  year.  The  Cincinnati  Reds,  for 
example,  are  reported  to  have  made  2.5 
million  dollars  with  1.8  million  atten¬ 
dance  last  year.  The  New  York  Mets 
made  even  more  with  2.7  million. 

The  San  Francisco  Giants,  on  the 
other  hand,  reported  a  loss  of  $926,413 
last  season  with  741,000  attendance. 

Rising  salaries  are  a  problem.  At  least 
15  players  now  draw  $100,000  a  year  or 
more.  Three  are  on  the  Giants— including 


Willie  Mays,  who  may  top  them  all  at 
$165,000. 

Many  executives  say  the  upward  sal¬ 
ary  trend  jeopardizes  the  financial  struc¬ 
ture  of  the  game.  But  Robert  Howsam, 
Cincinnati  general  manager,  notes: 

“Although  salaries  are  high,  they 
amount  to  only  25  to  30  per  cent  of  the 
total  cost  of  running  this  ball  club.” 

A  major— and  growing— cost  is  that  of 
developing  ballplayers.  Bob  Scheffing, 
general  manager  of  the  New  York  Mets, 
estimates  that  it  costs  $250,000  from  the 
time  a  young  player  is  signed  until  he 
is  ready  for  the  big  leagues.  Many  a 
promising  rookie  paid  a  bonus  to  sign 
never  makes  the  grade. 

Major-league  clubs  spend,  on  the  av¬ 
erage,  at  least  1  million  a  year  on 
minor-league  operations  to  ti'ain  players. 

The  total  cost  of  operating  a  major- 
league  baseball  team  is  estimated  to  av¬ 
erage  4.5  to  5  million  dollars  yearly. 

Television  is  an  important  part  of 
baseball  income.  Under  a  national  con¬ 
tract  providing  72  million  dollars  over 
four  years,  each  major-league  club  will 
get  about  $385,000.  In  addition,  teams 
collect  sums  ranging  from  $400,000  to 
1.8  million  dollars  from  local  TV  and 
radio.  Without  this  broadcasting  revenue, 
few  teams  would  make  profits. 

FOOTBALL:  All  teams  "in  the  black.” 

Financially,  football  is  the  healthiest 
of  all  pro  sports  in  the  U.  S. 

In  1970,  attendance  at  all  games  hit 
13.5  million  for  the  26  major-league 
teams.  This  was  up  7.2  million  from  the 
1965  total  for  22  teams. 

Football  also  earns  more  than  40  mil¬ 
lion  dollars  a  year  from  a  national  tele¬ 
vision  package  that  is  split  among  all 
teams— about  1.5  million  each. 

Football’s  gross  revenue  was  esti¬ 
mated  at  110  millions  last  year,  and  no 
team  is  believed  to  have  lost  money. 

The  average  net  earnings  per  team 
were  estimated  at  $600,000,  with  such 
well-established  big-city  teams  as  the 
New  York  Giants  and  Los  Angeles  Rams 
admitting  profits  above  1  million  dollars. 

Yet  football-team  owners  are  worried. 
Privately  they  admit  football  may  have 
reached  its  satimation  point  on  TV.  And 
with  many  teams  playing  to  capacity 
crowds,  there  is  little  room  for  growth 
in  attendance.  Wellington  Mara,  owner 
of  the  New  York  Giants,  says: 

“The  only  way  the  Giants  can  make 
more  revenue  is  by  increasing  ticket 
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prices  or  getting  more  TV  dollars.  We 
are  reluctant  to  do  the  former— and  the 
latter  just  isn’t  going  to  happen.” 

Football  salaries  are  high— and  rising. 
A  Giant  spokesman  says  his  club’s  pay¬ 
roll  went  up  50  per  cent  in  the  last 
five  years.  Another  veteran-laden  team 
reports  its  salary  bill  is  in  the  area  of 
1.5  million.  The  average  player  earns 
$25,000  to  $30,000  for  the  regular  sea¬ 
son-plus  some  $6,000  in  fringe  benefits 
and  pay  for  preseason  games.  Some  stars 
earn  well  above  $100,000  a  year. 

Since  a  1966  merger  agreement  ended 
a  costly  bidding  war  between  the  Amer¬ 
ican  and  National  leagues  for  talent, 
salaries  have  risen  more  slowly  in  foot¬ 
ball  than  in  most  other  team  sports. 
Now,  according  to  Dan  Rooney,  general 
manager  of  the  Pittsburgh  Steelers:  “In¬ 
flation  is  our  No.  1  problem.” 

The  richest  bonanza  in  football  has 
been  the  rapid  growth  in  the  value  of  a 
team.  For  example,  the  Philadelphia 
Eagles,  bought  for  5.5  millions  in  1963, 
sold  for  16  millions  in  1969. 

Few  football  owners  foresee  such  a 
fast  appreciation  of  their  property  in 
the  next  few  years,  however. 

BASKETBALL:  Biggest  money  loser. 

Of  all  team  sports,  basketball  is  hav¬ 
ing  the  worst  financial  problems.  Only  3 
out  of  28  teams  in  the  two  big  leagues 
are  believed  operating  at  a  profit. 

The  main  reason,  according  to  team 
owners  and  officials,  is  the  high  pay 
scale  that  has  resulted  from  the  war  be¬ 
tween  the  rival  leagues— the  American 
and  National  Basketball  associations. 

Freddy  Schaus,  general  manager  of 
the  Los  Angeles  Lakers,  estimates  that 
the  average  salary,  including  “fringes,” 
of  a  basketball  player  is  about  $50,000 
a  year— the  highest  in  all  professional 
team  sports.  Superstars  earn  $150,000 
(continued  on  next  page) 


THE  CLIMB  IN  ATTENDANCE 
FOR  MOST  PROFESSIONAL  SPORTS 

Spectators  at  major  sports  events 

Per  Cent 


1965 

1970 

Change 

RACING 

72,600,000 

79,600,000 

UP  10% 

Thoroughbred 

40,000,000 

41,800,000 

UP  5% 

Harness 

21,700,000 

25,100,000 

UP  16% 

Dog 

10,900,000 

12,700,000 

UP  17% 

AUTO  RACING 

39,000,000 

42,500,000 

UP  9% 

BASEBALL 

33,000,000 

40,000,000 

UP  21% 

Major  leagues 

22,800,000 

29,000,000 

UP  27% 

Minor  leagues 

10,200,000 

11,000,000 

UP  8% 

FOOTBALL 

7,200,000 

13,500,000 

UP  88% 

HOCKEY 

6,000,000 

10,100,000 

UP  68% 

Major  leagues 

3,100,000 

6,500,000 

UP  110% 

Minor  leagues 

2,900,000 

3,600,000 

UP  24% 

BASKETBALL 

2,100,000 

7,100,000 

UP  238% 

WRESTLING 

4,800,000 

3,600,000 

DOWN  25% 

BOXING 

1,700,000 

2,100,000 

UP  24% 

GOLF 

1,600,000 

2,100,000 

UP  31% 

SOCCER 

negligible 

400,000 

— 

TOTAL 

ATTENDANCE 
IN  1970: 
201,000,000 


UP  20% 

/N 


y 


Source' Association  of  State  Racing  Commissioners;  "Automobile  Almanac”;  offices  of  baseball  and  football  commissioners;  National  Hockey  League, 
minor-hockey-league  offices;  “Ring  Magazine”;  Professional  Golfers  Association;  North  American  Soccer  League 
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THE  MONEY  SIDE  OF  SPORTS: 


In  latest  full  season- 

BASEBALL 

Of  24  Major-League  Teams  - 

12  made  money 
or  broke  even 

12  lost  money 

Gross  Revenues: 

160  million  dollars, 
including  38  million 
from  sale  of 
television  rights 


FOOTBALL 

Of  26  Major-League  Teams  - 

All  26  made  money 
or  broke  even 

Gross  Revenues: 

110  million  dollars, 
including  more  than 
40  million  from  TV 


A  MIXED  PROFITS  PICTURE 


BASKETBALL 

Of  28  Major-League  Teams  - 

3  made  money 

25  lost  money, 
including  6  that 
were  near  the 
break-even  point 

Gross  Revenues: 

40  million  dollars, 
including  9  million 
from  TV 


HOCKEY 

Of  14  Major-League  Teams - 
11  made  money 
3  lost  money 

Gross  Revenues: 

40  million  dollars, 
including  3  million 
from  TV 


Source:  survey  by  USN&WR  Economic  Unit 
Copyright  ©  1971,  U.S.  News  &  World  Report,  Inc. 


SPORTS  IN  TROUBLE 

[continued  from  preceding  page] 

or  more  yearly— several  on  long-term, 
million-dollar  contracts.  Lew  Alcindor, 
7-foot,  2-inch  center  of  the  champion 
Milwaukee  Bucks,  is  reputed  to  make 
about  $250,000  a  year. 

“The  supersalaries  now  being  paid 
are  hurting  basketball,”  says  Don  De 
Jardin,  general  manager  of  the  Philadel¬ 
phia  76ers.  “If  they  continue,  a  number 
of  franchises  will  fold.” 

Although  total  attendance  has 
zoomed,  the  number  of  teams  sharing 
the  spectators  has  increased  from  8  to 
28.  And  basketball  can  seat  only  a  frac¬ 
tion  of  the  crowds  handled  outdoors. 

The  New  York  Knickerbockers,  with 
the  NBA’s  largest  attendance— 18,622 
per  game— and  a  rich  radio  and  TV  mar¬ 
ket,  are  reported  to  have  grossed  about 
6  million  dollars  and  netted  more  than 
3  million  last  season. 

Milwaukee’s  Bucks  played  to  99  per 
cent  of  their  seating  capacity,  but 
grossed  only  about  2.8  million  dollars, 
with  profits  estimated  at  $300,000. 

Only  five  NBA  teams  averaged  more 
than  9,000  spectators  per  game— consid¬ 
ered  the  minimum  for  a  profit. 

TV  revenue  is  small,  compared  with 
football’s.  Each  NBA  team  collects 
about  $315,000  yearly  from  national 
telecasts.  Most  get  $100,000  or  more 
additional  from  local  TV  and  radio. 

HOCKEY:  Profitable  and  growing. 

In  five  years,  the  National  Hockey 
League  has  expanded  from  six  teams  to 
14,  and  attendance  has  more  than  dou¬ 


bled— from  3.1  to  nearly  8  million  in  the 
season  just  ended. 

Only  three  NHL  teams  are  believed 
to  have  lost  money  last  season. 

Still,  hockey  has  a  problem:  It  has 
not  caught  on  big  over  national  tele¬ 
vision.  The  NHL  got  only  about  1  mil¬ 
lion  TV  dollars  last  season. 

Weston  W.  Adams,  Jr.,  owner  of  the 
Boston  Bruins,  points  out  that  six  teams 
—including  his  own— sold  out  all  seats 
at  every  game,  so  there  is  no  room  for 
attendance  growth.  He  adds: 

“Salaries  have  more  than  doubled  in  five 
years,  and  the  players  want  more.  The 
only  way  I  see  to  increase  revenue  is  to 
win  a  large  national  TV  contract.” 

The  average  hockey  player  earns 
about  $35,000  a  year. 

GOLF:  More  tourneys,  bigger  purses. 

“Professional  golf  has  grown  financial¬ 
ly  by  leaps  and  bounds,”  says  Joseph 
C.  Dey,  Jr.,  commissioner  of  the  tourna¬ 
ment  players’  division  of  the  Profession¬ 
al  Golfers’  Association  (PGA).  “We  now 
have  350  professionals  on  the  tour,  play¬ 
ing  in  63  events.” 

At  least  16  golfers  won  more  than 
$100,000  in  1970.  In  1965  there  were 
only  two  making  that  much  money. 

“Unlike  other  sports,  golf-tournament 
organizers  are  not  in  the  business  to  coin 
money,”  says  one  promoter.  “The  only 
persons  who  profit  in  a  golf  tournament 
are  the  players  themselves.” 

RACING:  Biggest  sport  of  all. 

Horse  racing  and  dog  racing  draw 
more  spectators  than  any  other  sport— 
79.6  million  total  last  year. 

Betting— the  lifeblood  of  racing— ex¬ 


ceeded  6.5  billion  dollars,  which  was  far 
above  the  amount  spent  on  any  other 
professional  sport. 

States  permitting  parimutuel  betting 
at  tracks  collected  more  than  525  million 
dollars  in  taxes.  Now  offtrack  betting  has 
been  legalized  in  New  York,  and  other 
States  may  follow. 

CAR  RACING:  Growing  and  changing. 

Auto  racing  now  ranks  second  only  to 
animal  racing  as  a  spectator  sport.  And 
prizes  get  bigger  every  year. 

“A  driver  who  not  long  ago  raced  on 
Sunday  for  a  $10  trophy  now  is  a  busi¬ 
nessman  who  grosses  $100,000  a  year,” 
says  W.  Richard  Smith,  a  vice  president 
of  a  new  20-million-dollar  track  at  On¬ 
tario,  Galif. 

Once  dominated  by  the  long  races 
such  as  the  Indianapolis  500,  this  sport 
now  offers  a  wide  variety  of  events,  in¬ 
cluding  stock-car  races  and  the  fast¬ 
growing  sanctioned  drag  races.  At  least 
a  dozen  dragsters  take  in  $150,000  or 
more  a  year. 

Of  racing’s  42  million  spectators  in 
1970,  between  8  and  10  million  attend¬ 
ed  drag  races. 

A  car  race  is  a  complex  commercial 
event,  with  many  business  firms  contrib¬ 
uting  to  the  big  pui'ses  as  a  way  of 
advertising  their  products. 

BOWLING:  A  thriving  newcomer. 

Professional  bowling  began  little  more 
than  a  decade  ago,  but  some  32  or  more 
tournaments  will  pay  nearly  2  million 
dollars  in  prizes  this  year.  Johnny  Pe- 
traglia  already— at  midseason— has  topped 
the  previous  record  of  $67,375  for  earn¬ 
ings  in  a  year.  [end] 
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Trend  of  American  Business 
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2300  N  Street,  N.W. 
Washington,  D.C.  20037 


Inflation  still  is  proving  to  be  pretty  hard  to  control,  even  in  a  period 
of  sluggish  recovery.  There  doesn't  seem  to  be  much  hope  for  relief. 

The  consumer  price  index  was  climbing  at  a  seasonally  adjusted  rate  of  7.2 
per  cent  a  year  in  May.  Rate  of  increase  was  4.2  per  cent  in  the  three  months 
ended  in  May — well  below  the  5.9  per  cent  clip  in  the  same  period  last  year. 

That  looks  encouraging. 

Yes,  but  credit  the  favorable  showing  to  a  brief  pause  in  the  price  trend 
early  this  year.  Actually  the  pace  of  inflation  has  been  accelerating  rather 
steadily  since  January. 

Latest  jump  in  the  index  is  blamed  mostly  on  higher  prices  for  clothing, 
used  cars,  houses.  Services  moved  up  substantially.  One  reason;  a  price  boost 
decreed  by  Government  itself — higher  postal  rates. 

New  cars  usually  reflect  big  dealer  discounts  in  May.  This  time  the 
average  selling  price  went  up ,  instead  of  down.  More  recently,  on  June  23, 
Volkswagen  posted  a  3  per  cent  increase. 

Industrial  prices  at  wholesale  had  already  taken  a  turn  for  the  worse. 

Raw  materials  are  not  the  main  problem  here.  Prices  cut  in  the  past  month 
include  steel  scrap,  copper  scrap,  mercury,  silver,  raw  cotton,  cotton  cloth, 
rayon.  Base  price  for  lead  has  just  been  lowered  cent  a  pound. 

Increases  keep  coming  along  on  more  highly  processed  items — steel, 
appliances,  television  sets,  some  chemicals,  gasoline,  most  apparel.  Fast¬ 
rising  wages  keep  companies  under  pressure  to  boost  prices  whenever  possible. 

People  tell  us  they  sense  little  or  no  letup  in  inflation,  no  matter  what 
the  indexes  show.  Many  threaten  to  hold  off  on  major  purchases. 

Food  is  the  chief  worry — even  though  official  measures  show  eating  costs 
going  up  less  rapidly  in  May.  A  housewife  in  Dearborn,  Mich.,  complains, 

"You'll  pick  up  a  can  of  something,  and  it's  a  dime  higher  than  last  week." 

The  manager  of  the  meat  department  in  a  supermarket  in  Marin  County,  Calif., 
observes  that  hamburger,  which  he  sold  for  55  cents  a  pound  a  month  ago,  has 
gone  up,  step  by  step,  to  75. 

After  food,  clothing  is  the  biggest  source  of  worry.  A  mother  in  Omaha, 
shopping  for  a  daughter  about  to  be  married,  says:  "They  want  |30  for  a  plain 
dress.  It's  outrageous."  She  adds;  "The  way  prices  go  up  makes  me  stop  and 
think  whether  I  really  need  a  new  item  or  can  do  with  the  old  one." 

A  Washington,  D.C.,  draftsman  decides  to  keep  his  Volkswagen  instead  of 
buying  a  new  European  model.  Car-price  rise  was  just  one  factor.  He  explains, 
"My  rent  jumped  from  $110  to  $125  this  year."  A  New  York  musician  planned  to 
buy  a  car  until  his  Greenwich  Village  garage  raised  parking  rates. 

The  impression  comes  through  in  talking  with  consumers  that  the  high  cost 
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TREND  OF  AMERICAN  BUSINESS— (Continued) 


of  necessities  leaves  many  unable  to  pay  for  luxuries.  A  junior  executive  in 
Manhattan  says,  "I've  stopped  buying  anything  except  necessities."  An 
advertising  salesman  in  Huntington,  N.Y.,  is  spending  less  on  vacations  "because 
just  to  get  the  necessities  seems  to  take  about  everything  we  have." 

There  are  exceptions,  of  course.  Young  people  moving  swiftly  up  the 
company  ladder  find  it  easiest  to  stay  ahead  of  inflation.  Older  workers, 
retirees,  people  in  "dead  end"  jobs  find  the  going  rough.  A  retired  barber  who 
works  one  day  a  week  to  supplement  his  Social  Security  pension  says  he  is  "hit 
hard."  His  rent  has  gone  up  $30  a  month  in  11  months,  and  "it  costs  me  five 
bucks  more  than  I  paid  a  year  ago  each  time  I  buy  groceries  now."  A  secretary 
in  Atlanta  says  she  is  less  inclined  to  buy  big  items  because  she  doesn't  want 
to  go  into  debt  in  times  like  these. 

Purchasing  power  of  the  average  worker  has  risen  1.6  per  cent  in  the  past 
year,  though  his  weekly  pay  in  dollars  is  up  6  per  cent.  Inflation  has  eaten 
the  rest  of  the  gain  in  wages  or  salary. 

Speed-up  in  tax  breaks  for  people  in  lower  and  middle  income  brackets, 
which  the  Administration  is  pondering,  would  be  one  way  to  give  the  mass  of 
consumers  a  quick  lift  in  buying  power. 

While  some  economists  believe  inflation  will  be  reduced  to  3  per  cent  or 
less  in  1972,  there  is  a  growing  body  of  opinion  that  is  much  less  optimistic. 

From  the  Federal  Reserve  Bank  of  St.  Louis,  citadel  of  the  "monetarist" 
school  of  economic  thinking,  comes  this  appraisal: 

Money  supply  in  three  months  ended  May,  1971,  grew  faster  than  in  any  other 
three-month  span  since  World  War  II.  Result,  based  on  experience,  is  likely  to 
be  "a  very  rapid  economic  expansion"  in  the  near  future.  After  that:  "Inflation 
would  intensify  markedly,"  the  bank  concludes. 

Study  for  Brookings  Institution  by  Dr.  Robert  J.  Gordon,  University  of 
Chicago,  says  labor-market  changes  mean  greater  inflation  in  the  1970s — perhaps 
5  per  cent  a  year  if  unemployment  drops  to  4  per  cent  of  labor  force. 
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Business  activity  has  been  heading  downward  in  the  past  few  weeks. 

Latest  drop  reflects  a  brief  coal  miners'  strike,  cutbacks  in  auto  output 
because  of  model  changeovers  and  heavy  stocks  of  some  makes  in  dealers'  hands. 
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BUSINESS  ACTIVITY  of  the  week 


Factory  Orders:  UP  FOR  CONSUMER  GOODS. 
LAGGING  FOR  MACHINFRY  AND  EQUIPMENT 


1  2  3  412  3  4  1  2  3  4  1  2* 

I  1968  >  1969  1970  1971 

Source:  u.s.  Dept,  of  Commerce  ■  *April-IVIay  average,  preliminary  estimate. 
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Factory  orders,  closely  watched  as 
indicators  of  business  activity,  are  show¬ 
ing  improvement. 

Orders  faltered  in  1969  and  were  slug¬ 
gish  in  much  of  1970  as  the  economy 
went  through  a  recession. 

Lately,  new  business  has  increased, 
but  as  can  be  seen  in  the  top  chart, 
gains  have  been  largely  in  bookings  for 
consumer  goods,  whereas  demand  for 
machinery  and  equipment  has  lagged. 

The  current  trend  of  orders  thus  re¬ 
flects  both  the  slow  revival  of  consumer 
spending  and  the  slack  in  capital  in¬ 
vestment  and  defense  production. 

Consumer  awakening.  Orders  for 
household  goods  and  apparel  have  picked 
up  recently,  although  there  was  a  small 
decline  in  May.  Factory  bookings  are 
running  9  per  cent  above  a  year  ago. 

Consumer  spending  is  maintained  by 
the  need  for  such  staples  as  food,  drugs 
and  utilities,  consumption  of  which 
grows  with  population.  Record  orders 
for  such  items,  which  make  up  about 
60  per  cent  of  family  outlays  for  goods, 
are  running  5.2  per  cent  above  last  year. 

Production  is  responding  to  the  rise 
in  orders.  Output  of  home  goods  and 
apparel,  though  still  below  mid- 1969 
highs,  moved  up  in  May  to  3.9  per 
cent  above  last  November. 

Production  of  consumer  staples  is  a 
record  3  per  cent  above  a  year  ago. 

The  lag  in  equipment.  Orders  for 
machinery  and  equipment,  including  de¬ 


fense  goods,  have  been  irregular  in  the 
past  two  years.  New  business  in  May 
inereased  slightly  but  fell  6.3  per  cent 
short  of  the  first-quarter  monthly  rate. 

Orders  for  defense  products  are  down 
sharply  from  last  year.  Demand  for 
other  machinery  and  equipment  im¬ 
proved  somewhat  in  May,  but  remained 
below  the  first-quarter  average. 

As  with  consumer  goods,  production 
of  machinery  and  equipment  reflects  the 
trend  of  orders.  Output  of  defense  prod¬ 


ucts  is  22  per  cent  below  a  year  ago, 
and  production  of  business  equipment  is 
down  10  per  cent. 

Outlook.  Business  progress  in  the 
riear  future*will  continue  to  be  grudging, 
according  to  the  message  of  factory  or¬ 
ders.  Further  ahead,  however,  analysts 
see  a  brighter  picture. 

Consumer  demand  is  expected  to 
strengthen.  Incomes  continue  to  rise, 
the  saving  rate  is  down  from  recent 
highs,  and  installment  debt  lately  has 
expanded  faster.  Suiweys  of  consumer 
attitudes  now  find  a  gain  in  confidence 
and  an  increase  in  plans  to  buy. 

After  a  two-year  decline,  the  plunge 
in  defense-related  activity  may  soon  end, 
according  to  Dr.  Harold  C.  Passer,  As¬ 
sistant  Secretaiy  of  Commerce  for  Eco¬ 
nomic  Affairs.  Several  advance  indica¬ 
tors  of  such  activity  have  moved  up 
moderately  in  the  last  few  months. 

Outlays  for  plant  and  equipment  nor¬ 
mally  lag  behind  ups  and  downs  in  the 
economy.  Latest  surveys  of  business  plans 
show  that  little  change  is  scheduled  in 
capital  spending  through  the  remainder 
of  this  year. 

Later,  however,  as  the  tempo  of  busi¬ 
ness  improves,  with  consumer  demand 
rising  and  the  slide  in  defense  activity 
ending,  business  investment  is  expected 
to  resume  an  upward  path,  bringing 
added  stimulation  to  the  economy. 

See  also:  Trend  of  American  Business, 
page  59;  Business  Around  the  World, 
page  69;  What  U.  S.  Companies  Are 
Doing  Abroad,  page  79. 


Latest  Indicators  of  Business 


WEEKLY  (1967=100)* 

U.  S.  News  &  World  Report 

Year  Ago 

Month  Ago 

Week 
June  12 

Ended 

June  19 

Index  of  Business  Activityf 

114.6 

116.1 

116.2 

113.8 

Steel  production . 

108.1 

117.2 

112.9 

112.5 

Auto  production . 

—  114.7 

120.3 

121.6 

118.0 

Electric-power  production . 

.  133.2 

130.5 

139.8 

141.7 

Freight  carloadings  (misc.  mdse.) . 

99.7 

94.3 

97.9 

96.9 

DAILY  (1941-43  =  10) 

Slock  prices  (Standard  &  Poor's 

Year  Ago 

Month  Ago 

Close  of 
June  17 

Trading 

June  24 

index  of  500  stocks) . 

....  73.97 

100.13 

100.50 

98.17 

MONTHLY  (1967=100) 

Year  Ago 

Month  Ago 

Latest** 

For 

Consumer  prices,  goods  and  services . 

....  115.7 

120.2 

120.8 

May 

Wholesale  prices,  industrial  goods . 

....  109.7 

113.3 

113.7 

May 

Industrial  production* . 

...  106.9 

105.1 

105.8 

May 

Retail-store  sales* . 

....  116.6 

124.7 

123.6 

May 

‘Seasonally  adjusted.  t  Includes,  besides  the  four  series  listed,  output  of 

“Some  figures  are  preliminary.  bituminous  coal,  crude  petroleum  and  paperboard. 
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THE  SEARCH  FOR 
POLLUTION-FREE  FUEL 


Energy  vs.  environment— it  is 
a  tough  issue  that’s  facing  the 
President  and  Congress.  At 
stake:  economic  growth  and 
well-being  of  all  Americans. 

The  Government  in  Washington  is 
groping  for  a  plan  that  will  fill  this 
country’s  fast-growing  fuel  needs  and  at 
the  same  time  presei've  its  environment. 
In  recent  days : 

•  Interior  Secretary  Rogers  C.  B.  Mor¬ 
ton  has  been  in  Alaska  to  size  up  envi¬ 
ronmental  safeguards  for  the  pipeline 
proposed  to  bring  that  State’s  oil  riches 
to  market. 

•  The  Senate  Committee  on  Interior 
and  Insular  Affairs  has  called  in  Admin¬ 
istration  officials  for  more  details  about 
President  Nixon’s  plan  to  supply  the 
U.  S.  with  “clean  energy.” 

•  Conservationists  have  stepped  up 
their  efforts  to  block  power  plants  and 
other  works  that  they  say  would  create 
more  pollution.  Through  court  actions, 
environmentalist  groups  have  played  a 
key  role  in  delaying  constmction  of  the 
Alaska  pipeline,  building  of  coal-fired 
generating  plants  in  the  Southwest  and 
nuclear  power  plants  in  other  parts  of 
the  country. 

At  stake  in  this  growing  debate  is  the 
standard  of  living  that  most  Americans 
take  for  granted.  From  oil,  coal,  natural 
gas,  hydropower  dams  and  the  atom 
flows  the  energy  that  fuels  America’s 
industry,  its  transportation,  and  its  food 
production. 

President's  blueprint.  President  Nix¬ 
on  says  that  U.  S.  energy  needs  can  be 
met  and  at  the  same  time  pollution  can 
be  brought  under  control.  He  sent  to 
Congress  in  early  June  a  blueprint  for 
providing  “clean  energy”  to  the  year 
2000. 

Senator  Henry  M.  Jackson,  chairman 
of  the  Senate  Committee  on  Interior  and 
Insular  Affairs,  said  of  the  President’s 
proposal: 

“For  the  most  part,  I  concur  with  the 
objectives  and  the  recommendations 
which  are  set  forth.  I  was,  however, 
somewhat  disappointed  with  the  scope 
of  the  message.” 

Senator  Jackson’s  Committee  is  con¬ 
ducting  its  own  study  of  what  must  be 
done  to  develop  a  “national  energy  pol¬ 
icy”  for  the  nation.  In  opening  hearings 


on  the  President’s  plan  on  June  15,  Sen¬ 
ator  Jackson  said  that  he  was  “surprised” 
that  Mr.  Nixon  had  given  so  little  atten¬ 
tion  to  the  need  for  more  oil  and  natural 
gas  in  the  1970s.  In  this  decade,  U.  S. 
demand  for  energy  of  all  kinds  is  ex¬ 
pected  to  increase  by  at  least  50  per 
cent. 

President  Nixon  had  dealt  mainly 
with  longer-range  development  of  pow¬ 
er  sources.  He  outlined  a  plan  to  bring 
the  “fast  breeder”  nuclear  reactor  to 
commercial  reality  in  the  1980s.  This 
source  of  power  is  said  by  atomic  ex¬ 
perts  to  increase  the  efficiency  of  ura¬ 
nium  fuel  by  at  least  30  times.  Cost  of 
its  development  to  taxpayers  is  estimat¬ 
ed  by  U.  S.  officials  at  approximately 
half  a  billion  dollars  in  addition  to 
amounts  already  spent. 

Long-range  look.  Looking  further 
ahead,  the  President  saw  fusion  power 
-harnessing  of  the  H-bomb  process- 
and  solar  energy  as  virtually  limitless 
sources  of  clean  energy. 

Other  moves  set  forth  by  President 
Nixon  to  increase  power  supplies  over 
the  long  pull  were  these: 

(1)  Press  research  on  production  of 
gas  from  coal.  (2)  Develop  devices  that 
would  remove  sulphur  oxide  from  stack 
gases  when  coal  is  burned.  (3)  Promote 
commercial  production  of  oil  from  vast 
shale  deposits  in  Colorado,  Utah  and 
Wyoming. 


AFTER  A  LULL,  i 
THE  NUCLEAR  POWEE 
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by  electric-power 
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Administration  plans  for  meeting  fuel 
needs  in  the  years  immediately  ahead 
were  more  fully  explained  before  the 
Senate  Interior  Committee. 

Atomic  energy  is  expected  to  start 
this  year  fulfilling  the  promise  held  out 
for  years  but  barely  realized.  Orders  by 
electric  utilities  for  nuclear  power  plants 
are  rebounding  strongly  after  a  slump 
that  began  in  1968. 

In  the  first  six  months  of  1971,  con¬ 
tracts  have  been  signed  for  13  atomic 
reactors.  That  compares  with  only  14  in 
all  of  1970.  Total  orders  this  year  are  ex¬ 
pected  to  number  at  least  20,  and  possi¬ 
bly  as  many  as  25. 

This  trend  toward  more  power  from 
the  atom  is  expected  to  accelerate  dur¬ 
ing  the  1970s.  Dr.  Glenn  T.  Seaborg, 
Chairman  of  the  Atomic  Energy  Com- 


Big  Source  of  Energy  in  Future: 

THE  ATOM 


Of  total  energy  output  of  U.S.— 

|\ir)\A/-  nuclear  reactors  produce 
‘only  three  tenths  of  1% 


IN  YEAR  2000; 

nuclear  reactors 
will  produce 


22.7% 
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BUSINESS  PICKS  UP 


As  of  June,  1971,  this  was 
the  record  of  nuclear  power 
plants  in  U.S.— 

PLANTS  IN  OPERATION: 

22,  with  9,113,800 

kilowatts  of  capacity 

PLANTS  BEING  BUILT: 

55,  with  46,499,000 

kilowatts  of  capacity 

PLANTS  PLANNED: 

44,  with  43,472,000 
kilowatts  of  capacity 


Source:  U.S.  Atomic  Energy  Commission;  1971  orders, 
industry  estimate 
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mission,  predicts  that  by  1980,  one 
fourth  of  all  electricity  generated  in  the 
U.  S.  will  be  from  nuclear  power  plants. 

Also  planned  by  the  White  House  is 
expansion  of  drilling  for  oil  and  gas  in 
federally  owned  offshore  areas.  Interior 
Secretaiy  Morton  told  the  Senate  Interi¬ 
or  Committee  that  an  offshore  lease  sale 
is  tentatively  scheduled  for  the  area  off 
eastern  Louisiana  in  December,  1971.  He 
promised  that  there  would  be  at  least 
two  major  oil  and  gas  lease  sales  each 
year  through  1975,  chiefly  in  the  Gulf 
of  Mexico,  but  also  including  the  Gulf 
of  Alaska  and  the  Atlantic  Coast. 

Mr.  Morton  said  that  at  this  time  no 
leasing  of  offshore  areas  along  the  Pacific 
Coast  is  planned.  There  has  been  con¬ 
cern  over  safety  of  drilling  operations 
in  this  region  since  a  well  “blew  out” 


off  the  coast  of  Santa  Bar¬ 
bara,  Calif.,  early  in  1969. 

In  a  policy  that  is  ex¬ 
pected  to  stimulate  ex¬ 
ploration  for  more  natural 
gas  in  the  U.  S.,  the  Fed¬ 
eral  Power  Commission  is 
moving  toward  higher 
prices  for  this  clean-burn¬ 
ing  fuel.  These  price 
boosts  are  for  gas  pumped 
through  interstate  pipe¬ 
lines.  In  May,  higher  rates 
were  approved  for  gas 
from  wells  along  the  Tex¬ 
as  Gulf  Coast.  Increases 
are  expected  soon  for  gas 
from  southern  Louisiana, 
the  nation’s  largest  pro¬ 
ducing  area. 

Additional  crude  oil  to 
fuel  the  U.  S.  economy  is 
expected  to  become  avail¬ 
able  during  the  1970s  from  Canada  and 
Alaska. 

President  Nixon  told  Congress  in  his 
message  on  energy  that  negotiations  with 
the  Canadian  Government  for  a  “conti¬ 
nental  energy  policy”  would  be  pressed. 
At  best,  however,  an  Administration 
source  says  that  Canada  probably  cannot 
supply  the  U.  S.  with  more  than  1.2  mil¬ 
lion  barrels  of  oil  a  day,  compared  with 
the  total  of  about  700,000  barrels  a 
day  that  it  now  sends  to  this  countiy. 

As  for  Alaska,  the  White  House  ap¬ 
pears  to  be  aiming  at  1975  as  the 
earliest  time  when  oil  could  start  flow¬ 
ing  from  that  State’s  Arctic  regions  to 
the  “lower  48”  States. 

Interior  Secretary  Morton,  in  Alaska 
late  in  June  for  a  first-hand  look  at  the 
controversial  pipeline  route  from  Prud- 


Energy  output  from  — 

NOW 

IN  2000 

OIL 

43.0% 

34.6% 

NATURAL  GAS 

32.8% 

26.4% 

COAL 

20.1% 

13.7% 

WATERPOWER 

3.8% 

2.6% 

Note:  While  all  sources  of  energy  except  nuclear  power  will  have  smaller 
shares  of  the  total  energy  market  in  the  year  2000  than  now,  actual 
amounts  of  fuel  used  are  expected  to  increase. 

Source:  U.S.  Dept,  of  Interior 
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— Argonne  National  Laboratory 

‘‘Fast  breeder"  reactor  is  seen  as  future  source  of 
‘‘clean  energy."  This  test  facility  is  located  in  Idaho. 


hoe  Bay  to  Valdez,  said  that  he  hoped 
to  have  the  final  “environmental  impact” 
study  on  President  Nixon’s  desk  by  mid- 
September.  Then  it  will  be  up  to  Mr. 
Nixon  to  decide  whether  to  approve  or 
disapprove  building  of  the  pipeline. 

If  the  go-ahead  is  given,  and  con¬ 
struction  begins  in  spring  of  1972,  in¬ 
dustry  sources  say  that  oil  from  Alaska’s 
North  Slope  could  start  flowing  through 
the  pipeline  at  the  rate  of  500,000  bar¬ 
rels  a  day  in  1975.  Alyeska  Pipeline 
Service  Company,  builders  of  the  proj¬ 
ect,  say  that  daily  flow  could  be  in¬ 
creased  to  2  million  barrels  by  1980. 

Even  with  Alaskan  oil  flowing  at  this 
rate.  Secretary  Morton  told  the  Senate 
Interior  Committee  that  the  U.  S.  might 
have  to  import  as  much  as  8  million 
barrels  of  petroleum  a  day  by  1980, 
and  12  million  by  1985. 

Much  of  this  imported  oil,  Adminis- 
ti'ation  officials  say,  would  probably  have 
to  come  from  the  Mideast  and  North 
Africa,  where  about  85  per  cent  of  the 
world’s  known  oil  reserves  are  located. 
Heavy  U.  S.  dependence  on  this  troubled 
part  of  the  world  is  a  matter  of  deep 
concern  to  White  House  officials. 

Closing  the  "gap."  Secretary  Morton 
suggested  that  more  oil  and  gas  could 
be  found  in  the  U.  S.,  saying: 

“Tliose  who  know  the  most  about  the 
occurrence  of  petroleum  in  the  United 
States  estimate  that  we  have  found  less 
than  half  the  amount  of  discoverable  oil 
.  .  .  specifically,  that  another  436  billion 
barrels  await  discovery,  compared  with 
the  388  billion  barrels  tliat  had  been 
found  as  of  the  end  of  1968.  This  was 
the  conclusion  of  a  report  released  last 
year  by  the  National  Petroleum  Council, 
containing  the  results  of  a  two-year 
study  in  collaboration  with  the  American 
Association  of  Petroleum  Geologists.” 
(continued  on  next  page) 
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[continued  from  preceding  page] 

Higher  prices  for  oil,  gas  and  coal 
might  serve  to  close  the  “energy  gap,” 
said  Dr.  Paul  W.  McCracken,  Chairman 
of  the  President’s  Coimcil  of  Economic 
Advisers.  He  told  the  Senate  Interior 


Committee:  “Meaningful  judgments 

about  the  volume  of  energy  required  in 
the  future  and  the  pattern  of  prospective 
sources  cannot  be  made  without  recog¬ 
nizing  the  role  of  price.” 

Dr.  McCracken  stressed  White  House 
concern  for  safeguarding  the  environ¬ 


ment  in  any  moves  to  supply  U.  S. 
energy  requirements.  He  said:  “Our  en¬ 
ergy  needs  and  our  concerns  about  pol¬ 
lution  must  be  harmonized.” 

How  that  is  to  be  done  is  now  the  sub¬ 
ject  for  the  continuing  hot  debate  in  the 
United  States. 


A  CONSERVATIONIST 
SPEAKS  HIS  MIND 

Interview  With  David  Brower, 
President,  Friends  of  the  Earth 

One  of  the  nation’s  best-known  environmentalists  tells  what 
he  thinks  must  be  done  to  avert  the  ecological  disaster  he  sees 
threatening.  It  won’t  be  necessary  “to  go  back  to  the  Stone  Age,’’ 
says  Mr.  Brower  in  this  interview,  but  the  use  of  vital  natural  re¬ 
sources  must  be  sharply  curbed. 


Q  Mr.  Brower,  in  your  view,  what 
can  an  individual  in  America  do  to 
protect  the  environment  and  clean  up 
pollution? 

A  As  an  individual,  he  can  realize 
that  an  environmental  crisis  really  does 
exist  and  that  there  must  be  citizen 
participation  to  find  the  solution.  Here 
in  the  U.  S.,  we  showed  during  World 
War  II  that  citizens  could  take  the 
actions  necessary  to  conserve  critical  re¬ 
sources.  I  think  we  can  do  it  again  in 
this  situation,  each  contributing  in  his 
own  way.  Now  for  specifics— 

You  should  be  aware  of  the  threat  to 
environment  as  you  move  through  the 
marketplace  each  day,  whether  you  are 
an  individual,  an  industry  or  a  nation. 
Watch  what  you  buy  and  ask  yomself 
two  questions:  What  would  happen  if  I 
simply  didn’t  buy  this  product?  What 
does  it  cost  the  earth  to  produce  it? 

We  haven’t  had  to  ask  questions  like 
this  before,  but  now  we  must. 

Do  I  need  a  second  car?  Do  I  need 
to  drive  it  quite  so  much?  Why  not  buy 
a  smaller  car?  Do  I  really  need  two  tons 
of  steel  to  get  from  here  to  there? 

Since  we  don’t  have  a  disposable  en¬ 
vironment,  we  need  to  take  a  hard 
look  at  disposable  containers.  It  takes 
a  lot  of  energy  to  make  and  dispose  of 
something  like  100  billion  nonretumable 
cans  and  bottles  every  year. 

We  can  ask  the  same  question  about 


a  new  airport,  a  new  freeway  or  a  new 
town.  Suppose  we  simply  didn’t  build  it. 

Q  Can  the  U.  S.  cut  back  on  use  of 
energy  and  still  maintain  its  present 
standard  of  living? 

A  We  cannot  maintain  our  standard 
of  living  unless  we  sharply  curtail  our 
use  of  all  forms  of  energy  except,  per¬ 
haps,  wind.  The  search  for  energy  fuel, 
its  development,  its  transportation  and 
its  eventual  use  all  combine  to  cost  the 
earth  too  much. 

Until  now,  we’ve  never  had  to  con¬ 
sider  how  deeply  we’ve  dug  into  the 
earth’s  environmental  capital  to  fuel  the 
industrial  revolution.  We’ve  just  gone 
merrily  on,  doubling  our  demands  every 
decade  or  so.  I  think  we’re  now  tiavel- 
ing  at  a  speed  where  the  next  doubling 
will  be  fatal  to  mankind.  History  won’t 
help  us,  because  there  is  no  history  of 
anyone’s  traveling  so  fast. 

If  we  define  the  standard  of  living  as 
the  number  of  energy-consuming  con¬ 
veniences  we  have,  then  that  standard 
really  must  drop. 

I  go  along  with  the  biologist  Les 
Pengelly  of  Montana,  who  says:  “Forget 
the  standard  of  living.  I  want  to  live 
a  better  life.” 

Let  me  put  it  this  way:  If  it  takes 
war  to  make  jobs,  then  we  don’t  want 
jobs  that  badly.  And  if  it  requires  pol¬ 
lution  to  make  the  economy  go  fast,  we 
don’t  need  that  much  speed.  If  we  knock 


out  this  planet’s  life-support  system,  then 
we’ll  all  be  below  the  poverty  level. 

Q  Do  you  see  a  need  for  a  Govern¬ 
ment  planning  body,  for  laws,  to  ac¬ 
complish  all  this? 

A  I  think  we  need  a  whole  series 
of  laws.  In  our  legislation  action  pro¬ 
gram  we  take  some  of  the  key  issues 
and  try  to  see  what  could  be  done  on 
each  of  them.  Now,  that’s  a  hard  thing 
to  do.  It  is  easy  enough  to  complain 
that  things  are  going  badly.  It’s  diffi¬ 
cult  to  come  up  with  constructive  sug¬ 
gestions  that  have  a  chance  of  working 
and  of  getting  political  support. 

Q  President  Nixon,  in  his  recent  en¬ 
ergy  message  to  Congress,  said  that 
clean  sources  of  power  that  won’t  pol¬ 
lute  the  environment  can  be  developed. 
He  mentioned  solar  energy  and  fusion 
power,  which  is  the  controlled  release  of 
H-bomb  energy— 

A  I’m  really  in  favor  of  solar  energy, 
but  we  seem  to  be  a  long  way  from 
learning  how  to  harness  it  better  than 
green  plants  do.  As  for  fusion  power,  a 
scientist,  David  J.  Rose,  writing  in  the 
May  21,  1971,  issue  of  “Science”  maga¬ 
zine,  shows  how  many  terrific  problems 
there  are  in  developing  it.  And  this  man 
is  an  advocate  of  fusion  as  a  source  of 
power.  Personally,  I  am  disheartened  by 
the  President’s  energy  message. 
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Q  Why? 

A  Simply  because  it  gives  little  con¬ 
sideration  to  other  living  things  on  this 
earth.  It  depends  almost  entirely  on 
some  new  promise  of  technology  to  save 
us  from  another  long-continuing  series  of 
errors.  Mr.  Nixon  wants  us  to  use  things 
up  quickly— hurry  into  developing  oil  re¬ 
serves  on  land,  expand  drilling  for  off¬ 
shore  oil,  speed  the  strip  mining  for  coal 
and  oil  shale,  build  the  fast-breeder  nu¬ 
clear  reactor— all  in  the  hope  that  some¬ 
how  technology  will  save  us. 

The  fast-breeder  reactor  is  promoted 
as  making  more  efficient  use  of  uranium 
fuel.  But  it  leaves  behind  highly  radio¬ 
active  plutonium  with  a  half-life  of  25,- 
000  years,  and  no  really  good  way  to 
handle  it.  We  don’t  need  any  energy 
that  badly. 

I  remember  when  we  went  into  gen¬ 
erating  power  by  atomic  fission  that  no¬ 
body  was  telling  us  we  were  going  to 
have  trouble  with  radioactive  waste.  But 
now  the  only  solution  seems  to  be  that 
of  putting  it  in  salt  mines  in  Kansas, 
and  if  I  were  a  Kansan  I  wouldn’t  want 
it  buried  in  Kansas  or  even  shipped 
through  my  State. 

Some  European  countries  are  advocat¬ 
ing  a  nuclear  dump  in  the  middle  of  the 
Atlantic.  I  don’t  think  the  oceans  are 
big  enough  to  handle  this  kind  of  waste. 
Jacques-Yves  Cousteau,  France’s  famous 
undersea  explorer,  said  that  he  has 
watched  the  decline  of  living  things  in 
the  ocean  in  his  few  years  of  diving, 
and  that  he  gives  the  ocean  no  more 
than  another  50  years  at  this  rate. 

The  trouble  is  that  we  keep  looking 
for  a  panacea  that  will  let  us  get  away 
with  our  lack  of  discipline  in  use  of 
resources. 

Q  Can  the  U.  S.  exercise  this  disci¬ 
pline  without,  as  some  people  say,  “go¬ 
ing  hack  to  the  Stone  Age”? 

A  I  am  not  at  all  anxious  to  go  back 
to  the  Stone  Age,  but  that’s  where  our 
addiction  to  growth  is  sending  us.  I’d 
just  like  to  go  back  to  about  the  speed 
with  which  we  were  using  resources  in 
the  ’20s. 

WHAT  TO  DO  WITH  ALASKA’S  OIL- 

Q  You  have  opposed  building  of  a 
pipeline  to  bring  oil  down  from  the 
North  Slope  of  Alaska.  What  should  be 
done  with  the  oil  that  has  been  found 
there? 

A  I  think  that  two  things  should 
happen  on  Alaska’s  oil.  We  should  be 
grateful  to  Atlantic-Richfield,  to  the  oth¬ 
er  companies  that  found  the  oil  for  us 
according  to  all  the  old  rules.  But  then 
I  think  we’ve  got  to  set  up  some  new 
rules,  and  this  is  why:  We’re  in  what  I 
call  “double  trouble.”  We  keep  doubling 
our  use  of  energy  every  decade.  Since 


1959  we’ve  used  as  much  oil  as  in  all 
previous  history,  and  we’re  planning  be¬ 
tween  today  and  1980  to  use  as  much 
oil  as  in  all  history  previous  to  now,  with 
no  attempt  to  slow  down.  And  we  see 
what  is  happening  to  our  beaches,  to 
our  oceans,  to  our  air.  We  are  using 
fossil  fuel  much  too  fast,  and  we’re  not 
going  to  get  away  with  it. 

Q  Are  you  opposed  to  building  a 
pipeline  through  Alaska,  ever? 

A  Ever  is  a  long  time,  but  I’m  cer¬ 
tainly  opposed  to  any  scheme  they’ve 
come  up  with  yet,  for  two  reasons:  One, 
that  protection  with  respect  to  earth¬ 
quake  hazards  is  minimal.  Second,  I 
don’t  see  the  value  of  shipping  that  oil 
out  through  a  dangerous  port  and 
through  the  waters  along  the  Pacific 
Coast. 

“WAIT  TILL  WE  NEED  IT’’- 

Q  Would  you  prefer  a  pipeline 
through  Canada  as  a  way  to  bring  Alas¬ 
kan  oil  to  the  U.  S.? 

A  My  own  preferred  solution  is  to 
wait  till  we  really  need  it.  But  I  don’t 
think  that  we  should  be  making  Atlan¬ 
tic-Richfield  and  the  other  companies  in¬ 
volved  or  Alaska  suffer  economically 
because  they  went  by  the  old  rules. 

I  would  ask  Congress  to  reimburse 
them  with  the  cost  that  would  enable 
them  to  remain  competitive,  and  then 
just  say,  “We’re  glad  you  found  it,  and 
now  we  will  keep  it  for  a  while  and  pay 
Alaska  for  the  storage,  so  Alaska  doesn’t 
go  broke.” 

When  we  need  the  oil,  then  I  would 
suggest  that  we  should  see  if  Canada 
would  be  willing  to  have  a  railroad  in¬ 
stead  of  a  pipeline,  because  railroad 
tank  cars  can’t  begin  to  spill  the  way  a 
pipeline  can.  Railroads  run  both  ways 
and  pick  themselves  up  when  their  job 
is  through.  This  railroad  alternative  has 
not  been  given  a  fair  look. 

Governor  Hickel  [Walter  J.  Hickel, 
former  Governor  of  Alaska  and  former 
U.  S.  Secretary  of  the  Interior]  made  the 
observation,  back  in  the  early  days  of 
the  pipeline  proposal,  that  a  railroad 
would  be  competitive  in  quantities  up 
to  500,000  barrels  a  day.  They  are  now 
planning  to  move  2  million  barrels  a  day 
by  pipeline.  I  would  say,  using  hasty 
arithmetic,  that  if  you  use  the  oil  one 
quarter  as  fast  it  will  last  four  times  as 
long.  And  if  I  were  an  Alaskan,  I  would 
like  a  continuing  income  for  a  long  time 
rather  than  a  boom  followed  by  a  bust. 

Q  Would  you  accept  offshore  drill¬ 
ing  for  oil  and  gas  if  there  are  adequate 
safety  preeautions? 

A  Tm  sure  we  shall  have  to,  but  I 
see  no  hurry  about  it.  We’ve  now  cre¬ 
ated  vast  quantities  of  atomic  waste 
that  must  be  guarded  by  future  genera¬ 


tions  for  at  least  1,000  years.  It  must  be 
isolated  from  the  environment  that  long. 
So  it  seems  to  me  that  we  ought  to  leave 
some  of  the  goodies,  such  as  oil,  for 
those  who  come  after  us  to  make  their 
lives  a  bit  more  convenient  while  they 
mind  our  garbage. 

This,  it  seems  to  me,  is  a  totally  rea¬ 
sonable  point  of  view. 

Q  Mr.  Brower,  do  you  see  a  solution 
to  the  problem  of  siting  power  plants  in 
the  United  States? 

A  My  solution  is  really  to  keep  the 
ones  we  have  and  make  them  better. 
The  present  great  anguish  is  that  we 
are  predicting  that  generating  capacity 
must  double  in  8  or  10  years,  and  in 
another  8  or  10  years  we  will  predict 
the  same  thing,  and  so  on. 

If  you  carry  these  doubling  equations 
far  enough,  you  can  see  that  it’s  crazy. 
And  I  argue  as  strongly  as  I  can  that 
we  must  accept  the  fact  that  we  have 
now  reached  the  limit.  In  fact,  we  have 
exceeded  it. 

The  only  sensible  thing  to  do  is  not  to 
go  on  reaching  for  more  wilderness,  for 
more  open  water,  for  more  streams  to 
pollute— but  to  go  back  where  we  were, 
use  all  the  technology,  all  the  genius 
and  engineering  ability  we  have  to  fix  up 
what  we’ve  already  wrecked  or  messed 
up  pretty  badly.  The  future  is  in  clean¬ 
ing  up  behind  us,  not  in  doing  worse  in 
front  of  us. 

“TOO  MANY  PEOPLE  IN  AMERICA”- 

Q  There  are  208  million  people  in 
America  now.  How  many  more  could  the 
nation’s  resources  support? 

A  There  are  too  many  people  in 
America  now.  And  there  are  too  many 
people  in  the  world  as  a  whole.  But  I 
think  that  control  of  population  really 
has  to  start  in  the  United  States. 

Paul  Ehrlich’s  figure  is  that  one  afflu¬ 
ent  white  American  baby  uses  50  times 
as  many  resources  as  the  baby  born  in 
the  ghetto,  100  times  that  of  the  baby 
born  in  India  and  300  times  what  the 
baby  born  in  Colombia  will  use.  Our 
combination  of  numbers  times  appetite 
is  a  pretty  rugged  combination  to  throw 
at  the  earth. 

Q  Rene  Dubos,  the  French  biologist, 
said  recently  that  industry  “can  and 
will  do  more  than  people  believe  to 
elean  up  America.”  Do  you  agree  with 
that  statement? 

A  My  own  conviction  is  that  unless 
industry  does  the  job,  it  won’t  be  done, 
because  we  have  such  a  great  part  of 
our  leadership  pool  tied  up  in  industry. 
These  are  the  people  who  knew  how  to 
do  it  in  the  first  place  and  who,  having 
found  that  they’re  off  on  the  wrong 
track,  can  now  lead  in  retracing  steps 
to  find  the  right  path. 
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WILL  “THAW”  IN  CHINA  MEAN 
COMEBACK  FOR  CHRISTIANITY? 


Years  of  repression  by  the 
Peking  regime  have  driven  Chi¬ 
nese  Christians  completely  un¬ 
derground.  Yet  hope  persists 
for  better  times  ahead. 


At  a  time  of  prospective  improvement 
in  relations  between  Red  China  and  the 
West,  religious  leaders  in  the  U.  S.  and 
Europe  are  wondering  what— if  anything 
—can  be  done  to  improve  the  lot  of 
mainland  China’s  “silent  church.” 

Before  Communist  aimies  swept  the 
mainland  in  1949,  Christians  numbered 
between  4  and  5  million  and  were  an 
influential  force  in  China. 

Today,  foreign  missionaries  are  only  a 
dim  memory  to  Red  China’s  people. 
Public  worship  is  nonexistent. 

Uncounted  thousands  of  pre-1949 
Christians  are  living  as  exiles  in  Hong 
Kong,  Taiwan  and  Southeast  Asia. 

Thousands  of  others  are  dead— victims 
of  execution,  disease  or 
malnutrition. 

Those  Chinese  still 
faithful  to  the  “silent 
church”  are  believed  to 
be  only  a  remnant,  prob¬ 
ably  far  fewer  than  the  1 
million  members  reported 
in  1962  by  the  “World 
Christian  Handbook.” 

A  tough  breed.  Many 
of  these  Christians,  mid¬ 
dle-aged  or  older  for  the 
most  part,  survived  im¬ 
prisonment,  “re-education” 
at  forced  labor,  and  tor¬ 
ture.  Worship  now  goes 
on— guardedly— only  in 
homes. 

All  of  China’s  religious 
faiths  have  come  under 
the  Red  lash,  but  Chris¬ 
tianity  in  all  likelihood 
more  than  others  because 
of  its  Western  ties  and 
secular  activities. 

Before  1949,  foreign 
missionaries  numbered 
about  8,500  in  peak  years 
and  they  trained  thou¬ 
sands  of  Chinese  clergy¬ 
men,  nuns,  doctors,  nurses 
and  welfare  workers. 

Out  of  this  effort  came 
many  of  China’s  business. 


political  and  educational  leaders,  some 
of  whom  now  serve  in  the  Communist 
bureaucracy.  Churches  ran  thousands  of 
primary  schools,  419  middle  schools,  16 
colleges  and  universities,  more  than  200 
hospitals  and  hundreds  of  oiphanages 
and  other  welfare  centers. 

On  the  surface,  at  least,  little  remains 
today  to  show  for  this  vast  effort. 

A  dispatch  from  Canadian  newsman 
Norman  Webster,  published  May  17  in 
“The  Globe  and  Mail”  of  Toronto  made 
the  following  reference  to  the  reUgious 
situation  in  mainland  China: 

“Most  churches  you  see  are  derelict, 
oft  with  broken  windows  and  covered 
with  slogans.  Sometimes  people  are  hv- 
ing  in  them.  There  was  washing  hang¬ 
ing  from  the  windows  of  one  we  passed 
in  Shanghai.” 

Showcases?  Western  visitors  to  Red 
China  sometimes  have  found  evidence  of 
private  woi'ship,  sometimes  arranged— 
perhaps— by  Communist  officials  to  dem¬ 
onstrate  China’s  “religious  freedom.” 

A  Western  visitor  in  1969  said  his 


Missionaries,  preaching  and  building  schools  Now 
and  hospitals,  helped  to  westernize  China.  and 

—Illustration:  Brown  Brothers 


interpreter  took  him  to  an  Anglican-type 
service  in  a  “North  China  provincial 
city.” 

The  service,  held  in  an  upstairs  room 
of  a  two-story  house,  was  described  as 
based  on  the  conventional  Eucharist  and 
administered  by  a  Chinese  priest  with 
full  participation  of  the  14  worshipers 
present— including  two  youths  and  two 
young  adults.  The  visitor  saw  prayer 
books  but  no  Bibles. 

This  Westerner  also  reported  seeing  a 
Roman  Catholic  priest,  an  Irishman,  in 
“Northwest  China.” 

The  priest  was  described  as  dressed 
in  Chinese  secular  clothing.  While  cut 
off  from  contact  with  Rome,  the  priest 
said,  he  was  still  making  a  “Christian 
witness”  as  best  he  could. 

Since  1954,  however,  no  foreign  mis¬ 
sionaries  have  operated  openly  in  Com¬ 
munist  China.  All  church-run  schools, 
hospitals  and  orphanages  were  turned 
over  to  the  Government,  which  closed 
down  many  and  secularized  others. 

Red  China’s  official  position  on  re- 


Christianity  no  longer  functions  openly— 
worship  of  Mao  is  China’s  new  "religion.” 

—Wide  World  Photo 
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Last  remnants  of  the  once-powerful  missionary  establishment  in  China— eight 
nuns  who  taught  diplomats’  children— were  expelled  by  Reds  in  1966. 
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China’s  churches  now  are  closed  to  wor¬ 
ship.  Some,  like  this  Canton  church,  be¬ 
came  storehouses,  or  were  converted  by 
Reds  to  other  purposes.  Some  were  leveled. 


Some  churches  remained  places  of  worship  in  first  few  years  of  Communist 
rule— mostly  for  benefit  of  Christians  who  joined  “patriotic”  associations. 


ligion,  as  restated  two  years  ago  in  “The 
Peking  Review,”  is  this : 

“It  is  our  consistent  policy  to  protect 
the  freedom  of  religious  belief  and  the 
freedom  of  not  believing  in  any  religion. 
Communists  abide  by  a  policy  of  free¬ 
dom  of  religious  belief;  but  toward  re¬ 
ligious  believers  we  can  never  approve 
of  their  idealism  or  religious  doctrines. 
We  must  criticize  and  repudiate  ideal¬ 
ism,  monastioism  and  all  kinds  of  re¬ 
ligious  obscurantism.  We  are  convinced 
the  time  will  come  when  followers  of 
religious  faiths  will  awake  and  throw 
away  their  idols.” 

This  policy,  in  the  early  stages  of 
Communist  rule,  permitted  some  church¬ 
es  to  remain  open— but  only  if  “na¬ 
tionalized”  in  support  of  the  regime. 

Under  Government  pressure,  top-level 
Chinese  Protestants  in  1950  celebrated 
their  independence  from  “mission  im¬ 
perialism”  and  proclaimed  their  back¬ 
ing  for  the  Communist  regime. 

In  1951,  a  Protestant  group  backed 
China’s  intervention  in  the  Korean  War. 


Slogans  such  as  “Enhance  political 
awareness!”  assumed  ever-increasing  im¬ 
portance  in  all  church  services. 

A  '^democratic"  church.  In  1956, 
under  Government  orders,  several  hun¬ 
dred  Ghinese  priests  formed  the  Na¬ 
tional  Gatholic  Patriotic  Association, 
which  announced  its  independence  of 
the  Vatican  and,  in  the  next  few  years, 
elected  “democratically”— that  is,  with¬ 
out  papal  approval— 41  Chinese  bishops. 

These  “patriotic”  churches  continued 
to  function  in  large  cities.  In  some  cases, 
nationalized  church  property  was  turned 
over  to  Government-picked  “commit¬ 
tees”  and  revenues  used  to  subsidize 
such  churches. 

Even  this  modest  “religious  freedom” 
was  extinguished  in  the  “Cultural  Revo¬ 
lution”  of  1966  and  1967. 

In  city  and  countryside,  young  hood¬ 
lums  assaulted  Christians— as  well  as  oth¬ 
er  “counterrevolutionaries”— mercilessly  in 
the  name  of  Chairman  Mao  Tse-tung. 

Churches  were  looted  of  crucifixes, 
statues  and  other  religious  objects,  and 


portraits  of  Mao  were  placed  on  altars 
and  in  windows. 

Bibles,  hymn  books  and  prayer  books 
were  burned  in  many  places.  Some 
churches  were  destroyed,  otliers  con¬ 
verted  into  housing,  storage  dumps,  or 
commune  or  party  headquarters. 

Instances  such  as  these  were  reported 
in  the  Communist  press  or  by  refugees 
reaching  Hong  Kong: 

•  In  a  Roman  Catholic  school  for  for¬ 
eign  diplomats’  children  in  Peking— the 
last  church-run  institution  left  in  main¬ 
land  China— Red  Guards  slapped  the 
European  nuns,  forced  them  to  step  on 
a  cross,  then  took  them  into  detention 
for  deportation. 

•  In  Harbin,  a  large  church  was  de¬ 
molished  and  replaced  with  a  broadcast 
tower  relaying  propaganda. 

•  In  Shanghai,  a  priest  of  the  “pa¬ 
triotic”  Gatholic  church  was  ordered  to 
prostrate  himself  before  a  portrait  of 
Mao  on  the  altar.  When  he  refused,  he 
was  beaten  and  kicked.  Bruised  and 
bleeding,  he  was  paraded  through  the 
city  wearing  a  dunce  cap,  taken  into 
prison— and  never  seen  again. 

No  one  knows  what  has  happened  to 
leaders  of  the  “patriotic”  churches— 
Protestant  or  Gatholic. 

Vatican  authorities  and  other  church 
leaders  in  the  West  doubt  that  any  re- 
(contimied  on  next  page) 
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CHlNA^S  CHRISTIANS 

[continued  from  preceding  page] 

Kgious  “underground”  exists  in  Red 
China,  at  least  in  significant  terms  of 
size,  organization  and  regularity  of  wor¬ 
ship.  They  point  out  that  privacy  is 
hard  to  attain  in  Red  China,  and  cite 
instances  in  1966  and  1967  when  Red 
Guards  invaded  homes  to  seize  worship¬ 
ers  and  destroy  religious  objects. 

Because  youngsters  are  subjected  to 
an  intense  barrage  of  Communist  propa¬ 
ganda  in  schools,  Christian  parents  also 
hesitate  to  teach  religion  in  the  home. 
Those  who  do  sometimes  have  been  de- 
nonnced  by  then  children  to  authorities 
—in  the  innocent  belief  they  were  help¬ 
ing  the  parents  overcome  “ideological 
backwardness.” 

To  a  large  extent,  other  faiths  in  Red 
China  also  are  suffering  repression. 

Islam  perhaps  is  faring  better  than 
others— especially  in  Northwest  China 
where  Moslems  form  an  important  bloc 
in  the  population.  Even  so,  bands  of 
Red  Guards  in  1966  and  1967  sys¬ 
tematically  closed  many  mosques  in 
large  cities,  iirstaUed  Communists  in 
place  of  religious  instructors  in  some  Is¬ 
lamic  schools  and  in  some  places  forced 
Moslems  to  eat  pork. 

Many  Buddhist  monasteries  were 
closed  in  early  years  of  Communist  rule, 
and  large  numbers  of  monks  and  nuns 
returned  to  secular  life  after  termination 
of  land  rentals  and  religious  fees.  Dur¬ 
ing  the  “Cultural  Revolution,”  attacks 
on  Buddhist  leaders  were  reported,  along 
with  looting  and  destmction  of  some 
monasteries,  especially  those  in  Tibet. 

Few  Buddhists,  however,  went  along 
with  a  short-lived  “Chinese  Buddhist 
Association”  set  up  by  the  Government. 
And  some  monasteries  continue  to  oper¬ 
ate  on  a  reduced  scale. 

The  "Chinese"  beliefs.  Gonfucianism 
and  Taoism,  ethical  systems  of  Ghinese 
origin,  also  came  under  Gommunist  at¬ 
tack  as  instruments  of  class  distinction 
and  social  indifference.  Both  were  de¬ 
clining  in  influence  even  before  1949, 
and  neither  is  believed  ever  likely  to 
regain  lost  ground. 

Despite  hopes  for  an  easing  of  official 
repression  of  worship  in  Ghina,  some 
Western  observers  are  beginning  to  won¬ 
der  if  virtual  extinction  also  awaits 
Ghristianity  in  that  country. 

Noted  is  the  fact  that  an  entire  gen¬ 
eration  of  Ghina’s  young  has  been 
steeped  in  a  new  “religion”— the  wor¬ 
ship  of  Ghairman  Mao. 

The  Rev.  John  F.  Donovan,  a  Gatholic 
priest  and  a  former  missionary,  points 
out  in  his  brochure,  “Religion  in  Gom¬ 
munist  Ghina”: 

“  ‘The  Thought  of  Mao  Tse-tung’  is 


“If  the  doors  open,  we 
would  be  concerned  that 
the  Ghristian  representatives 
come  from  the  Third  World. 

“Many  churches  are  going 
to  have  to  rethink  their  con¬ 
nection  with  Ghina’s  Ghris- 
tians  and  rethink  the  func¬ 
tion  of  a  ‘Ghristian  presence.’ 
If  Western  clergymen  go 
back  to  Ghina,  it  would  prob¬ 
ably  be  as  ‘fraternal  visitors’ 
—not  as  missionaries  bringing 
the  Gospel  to  the  ‘heathen 
Ghinese.’  ” 

A  Roman  Catholic  prelate 
in  Asia  said: 

“It  is  up  to  the  overseas 
Chinese  to  prepare  a  Chi- 
Islamlc  services  are  seen  more  often  than  others  nese-speaking  clergy  which 

— but  all  “old”  faiths  are  a  Communist  target.  will  be  ready,  in  the  Lord’s 


not  only  a  blueprint  for  the  future,  it  is 
a  way,  a  specific  mode  of  being  and  liv¬ 
ing  for  a  cause.  .  .  .  The  Cult  of  Mao 
has  its  hymns  and  its  prayers.  The  most 
frequently  chanted  hymn  is  ‘The  East 
is  Red,  the  sun  is  rising,  in  China  ap¬ 
peared  a  Mao  Tse-tung— the  great  leader 
of  the  world.’  ” 

Millions  of  Chinese  who  once  vener¬ 
ated  Buddha  or  Allah  or  Christ  now  ac¬ 
cord  homage  to  Mao,  if  only  to  survive. 

Sm'geons  and  table-tennis  players  cred¬ 
it  the  Little  Red  Book— Mao’s  Thought 
—with  their  triumphs.  At  marriage  cere¬ 
monies,  bride  and  groom  chant  lines 
from  the  Little  Red  Book. 

Powerful  "medicine."  Newspapers 
in  Communist  China  claim  that  Mao’s 
teachings  can  “stop  runaway  horses,  start 
stubborn  engines,  cure  diseases  and 
bring  people  back  to  life.” 

Many  Chinese  take  Maoism  with  a 
grain  of  inner  skepticism.  One  such 
sign:  Communist  tirades  against  “indif¬ 
ferent”  youths  who  apparently  prefer 
pleasure  to  ideology  and  work. 

Still,  Western  religious  leaders  fore¬ 
see  a  difficult  road  back— if  one  ever 
develops— for  Christianity. 

Even  in  pre-Communist  China,  they 
recall,  foreign  missionaries  often  were 
regarded  as  arrogant  and  contentious 
“exploiters”  of  China’s  weaknesses,  a 
criticism  only  partly  met  by  the  growing 
adaptation  of  the  Christian  faith  to  Chi¬ 
nese  language,  personnel  and  local  cus¬ 
toms  and  traditions. 

Many  U.  S.  church  officials.  Catholic 
and  Protestant,  are  saying  that  only 
“national”  churches— independent  of  for¬ 
eign  authority— can  gain  acceptance  now 
in  mainland  China. 

Added  Dr.  J.  Harry  Haines,  onetime 
missionary  and  now  general  secretary  of 
the  United  Methodists’  Committee  for 
Overseas  Relief: 


good  time,  when  the  Cath¬ 
olic  Apostolate  may  be  taken 
up  again  in  continental  China.” 

Vatican  officials  have  denied  recent  re¬ 
ports  they  are  studying  an  offer  by  Red 
China  for  resumption  of  noiinal  dip¬ 
lomatic  relations. 

Nonetheless  Pope  Paul  VI  has  espoused 
Red  China’s  admission  to  the  United 
Nations,  and  has  made  a  number  of  con¬ 
ciliatory  references  to  the  Peking  re¬ 
gime.  Quiet  talks  between  Vatican  and 
Red  Chinese  diplomats  in  European  cap¬ 
itals  reportedly  have  occurred  from  time 
to  time. 

Peking’s  responses  have  been  limited. 
But  in  July,  1970,  Red  China  released 
Bishop  James  E.  Walsh,  an  American 
missionary— the  last  foreign  clergyman 
still  in  prison. 

Chinese  authorities  do  not  jam  Radio 
Vatican’s  carefully  restrained  broadcasts 
to  the  mainland. 

The  Vatican,  meantime,  still  main¬ 
tains  diplomatic  relations  with  Chiang 
Kai-shek’s  Nationalist  Chinese  Govern¬ 
ment  on  Taiwan. 

That  island’s  Ghristians  number  more 
than  600,000— many  of  whom  are  Ghi¬ 
nese  refugees  who  make  no  secret  of 
opposing  any  “deal”  between  Western 
Ghurchmen  and  Peking  that  would  imply 
support  for  the  Communist  regime. 

Even  so,  the  Vatican  is  going  ahead 
with  translations  of  Christian  literature 
into  Chinese,  and  some— though  limited 
—attempts  are  being  made  to  train  more 
church  speciahsts  in  Chinese  affairs. 

Similarly,  Protestant  leaders  in  Eu¬ 
rope  and  the  U.  S.  are  inquiring  dis¬ 
creetly  when  clergymen,  individually  or 
as  a  group,  can  visit  China  in  the  near 
future. 

Among  these  churchmen,  Protestant 
and  Roman  Catholic,  hope  persists  that 
one  day  the  Christian  faith  will  emerge 
from  hiding  in  Red  China— reshaped  and 
adapted  to  the  needs  of  China  after  Mao. 
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Business  Around  the  World 
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^  ^  U«S.  steelmakers — trimming  output  in  a  weak  market,  facing  new  pay  demands 
with  profits  already  pinched — aren't  the  only  ones  with  tales  of  woe. 

Britain's  steel  production  is  running  9  per  cent  behind  the  1970  pace. 
Demand  slumps  to  mid-1968  levels.  British  Steel  Corporation's  250,000-man  work 
force  is  asking  up  to  35  per  cent  wage  increases.  Ten  steel  plants  are  being 
closed  in  1971  modernization  efforts;  11,000  steelworkers  are  being  laid  off. 

The  Government  allowed  only  half  the  14  per  cent  price  hike  BSC  sought  recently. 
BSC  currently  is  said  to  be  running  a  weekly  deficit  of  2  million  dollars. 

In  Holland,  Hoogovens  is  wading  through  weak  prices,  less-certain  profits. 

In  Luxembourg,  ARBED  holds  back  production,  may  have  to  cut  its  dividend. 

In  Germany,  steel  output  in  the  first  five  months  was  down  10  per  cent  from 
1970  figures.  Orders?  Down  20  per  cent.  Mannesmann  AG,  other  big  mills  fret 
over  skyrocketing  labor  costs,  coke  prices  up  70  per  cent  in  two  years. 

In  France ,  industry  experts  say,  steel  profits  probably  will  ease  below 
those  of  1970.  Output  will  be  lower  than  expected,  because  of  labor  strikes. 

Italy's  mills  face  increased  imports,  dwindling  exports,  sluggish  domestic 
demand,  labor  disruptions.  Italsider  lost  money  in  1970;  1971  could  be  worse. 

In  Japan,  steel  inventories  pile  up.  Production  is  being  cut  the  third 
time  in  three  quarters.  Sheet-steel  prices  fall.  Wages,  oil,  coal  costs  soar. 

Canadian  steelmakers  are  selling  all  the  steel  they  make.  But  the  profit 
picture  for  Canadian  companies  is  soft.  A  June  15  price  increase — of  4.8  per 
cent — is  being  investigated  by  Ottawa. 

>  >  One  place  where  steel  is  booming:  Austria.  VOEST,  the  country's  major 
producer,  has  a  substantial  order  backlog.  Domestic  demand  is  strong.  VOEST 
will  be  working  close  to  capacity  until  late  this  year,  at  least. 

Even  the  Austrians,  however,  foresee  a  growing  squeeze  on  profits.  They 
blame  rising  wages,  other  costs.  The  5  per  cent  up-valuation  of  the  schilling 
in  May  could  have  some  adverse  effects  on  profits,  too.  As  for  that  change — 

Vienna  revalued  to  block  inflationary  forces  from  abroad,  when  the  German, 
Dutch,  and  Swiss  currencies  all  "floated"  or  were  officially  valued  upward.  A 
change  was  also  needed  to  keep  the  labor-short  nation  competitive  in  a  scramble 
for  foreign  workers,  says  Wolfgang  Schmitz,  Governor  of  the  Bank  of  Austria. 

Austria  already  spots  wages  rising  faster  than  productivity.  Industrial 
output,  however,  is  running  6  per  cent  ahead  of  the  1970  pace.  Capital  spending 

(over) 
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BUSINESS  AROUND  THE  WORLD— (Continued) 


plans  point  upward.  The  building  boom  is  continuing.  The  trade  deficit  widens 
as  imports  leap.  Income  from  tourism  helps  offset  that,  is  spurting  higher. 

Austria's  goal:  maintain  above-average  growth,  below-average  inflation. 

y  y  The  Mediterranean  Sea,  all  of  a  sudden,  is  becoming  a  lot  more  interesting 
to  the  world's  oil  industry.  A  consortium  led  by  Royal  Dutch/Shell  shows  why. 

It  recently  hit  a  ma.jor  oil  field  off  Spain,  near  mouth  of  the  Ebro  River. 

Madrid  may  not  grant  a  go-ahead  for  commercial  output  very  soon.  Even  so, 
Spaniards  are  elated.  They  now  produce  less  than  1  per  cent  of  oil  they  use. 

Discovery  comes  after  a  decade  of  mostly  fruitless  searching  for  oil  in 
Spain.  The  "Med" — mostly  a  deep-water  sea — had  not  drawn  much  attention. 

AGIP  of  Italy  does  pump  oil  at  the  Gela  field,  off  Sicily.  ENI,  Rome's  top 
state  oil  complex,  leads  firms  probing  Italy's  "Med"  and  Adriatic  waters. 

The  French  explore  off  Libya — where  some  oil  has  been  found — and  Tunisia. 

So  far,  Paris  reports  no  plan  to  reinstate  searches  off  the  French  "Med"  coast. 

But  Maltese  waters  are  in  for  attention.  Yugoslavia's  state  oil  company, 
Industrija  Nafte,  is  stepping  up  its  search  in  the  Adriatic.  Texaco  is  sinking 
a  well  off  Greece ,  where  natural  gas  has  been  found.  Gulf  Oil  is  drilling  off 
Turkey.  Israeli  and  Egyptian  coastal  waters  are  being  searched,  too. 

>  >  A  massive,  growing  stake  in  South  Africa  is  British  industry's  answer  to 
criticism  of  links  with  the  Republic  and  its  forced-racial-separation  policy. 

Britain's  interest:  direct  investment  of  some  1.3  billion  dollars,  by  one 
tally.  Add  in  banking,  insurance,  other  elements  for  a  British  total  of  3.6 
billion.  Only  Australia  attracts  more  British  overseas  investment. 

The  British  account  for  some  60  per  cent  of  all  foreign  investment  in  South 
Africa.  American  share  is  about  15  per  cent.  Put  another  way,  U.S.  direct 
investment  in  South  Africa  at  the  end  of  1969  was  little  more  than  1  per  cent  of 
the  70  billion  dollars  American  business  had  invested  in  all  foreign  lands. 

U.S.  policy  neither  encourages  nor  discourages  investment  in  South  Africa. 

Britain's  Prime  Minister  Edward  Heath  terms  the  South  African  apartheid 
policy  "detestable. . .doomed  to  inevitable  failure."  But  he  believes  continued 
economic,  social  contacts  with  other  nations  will  help  apartheid's  opponents. 

Industry  mainly  echoes  this  view.  Imperial  Chemical  Industries,  Rio  Tinto 
Zinc,  British  Petroleum,  indeed  71  of  Britain's  100  largest  firms  invest  there. 

British  Leyland  Motors,  with  four  plants  in  South  Africa,  in  a  typical 
industry  view,  makes  this  comment:  "If  you  took  political  considerations  into 
account,  we  would  trade  with  no  one.  Remember,  we  sold  buses  to  Cuba,  too." 

A  few  firms  are  starting  to  take  such  considerations  into  account,  say  they 
do  not  intend  to  invest  in  South  Africa  because  of  the  racial  situation.  One, 
Wates,  Ltd.,  among  Britain's  biggest  construction  outfits,  has  criticized 
apartheid's  "scandalous"  underutilization  of  the  abilities  of  black  people. 

The  Confederation  of  British  Industry,  however,  is  doing  "everything 
possible  to  encourage  trade  with  all  other  countries,  including  South  Africa." 

Our  London  bureau  reports:  "The  490  British  companies  now  operating  in 
South  Africa  seem  certain  to  be  joined  by  many  more  in  the  future." 
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PLUS:  WIN  a  $10,000  Cash  Bonus 


100  Third  Prizes 

Fiberglass  Slalom 
Water  Skis 


25  First  Prizes 

Chrysler  Cadet  14  ft.  Runabout  with 
Chrysler  35  HP  Outboard  and  Trailer 


SEE  DETAILS  ON  COUPON 

from  CHRYSLER 

50  Second  Prizes 

Chrysler  Man  O'War  15  ft. 
Sailboat  with  Trailer 


CORPORATION 


500  Fourth  Prizes 

inflatable 
Body  Rafts 


ALL  PRIZES  GUARANTEED  TO  BE  GIVEN  AWAY 


SALEM  "BOATING  "  SWEEPSTAKES  OFFICIAL  RULES 


1.  On  an  official  entry  blank  or  on  a  plain 

3"  X  5"  piece  of  paper,  print  your  name, 
adtfress,  and  zip  code  and  the  name  and 
address  of  your  SALEM  dealer,  if  any.  To 
qualify  for  the  $10,000  bonus  prize  be  sure 
th  at  theblankinthe  Salem  advertising  slogan 
“ _  Menthol"  is  filled  in. 

2.  With  each  entry  send  2  empty  SALEM 
packages  (either  size)  or  the  words  "SALEM” 
printed  in  block  letters  on  a  3"  x  5"  piece  of 
paper.  Enter  as  often  as  you  wish,  but  each 
entry  must,be  mailed  in  a  separate  envelope. 
Mail  to:  SALEM  Sweepstakes,  P.O.  Box,  8218, 
St.  Paul,  Minnesota  55113.  Entries  must  be 
postmarked  by  October  30,  1971,  and  re¬ 
ceived  by  November  5,  1971. 

3.  Winners  will  be  determined  in  random 
drawings  conducted  by  Spotts  International 
an  independent  Judging  organization  whose 
decisions  are  final. 

4.  The  Grand  Prize  is  a  38  ft.  Hatteras  Double 
Cabin  Yacht  with  twin  300  HP  gasoline  engine 
and  manufacturer’s  standard  specified  equip¬ 
ment,  or  as  an  alternate  prize,  $30,000  cash. 
Twenty-five  first  prizes— Chrysler  Cadets 
(14  ft.  Fiberglass  Runabout,  Model  3900), 
Chrysler  35  HP  Outboard  (Model  354-H)  and 
Chrysler  0-500  Trailer  (Model  501.)  Fifty 


second  prizes  — Chrysler  Man  O'  War  Sail¬ 
boats  (Model  2430),  complete  with  sail  and 
full  rigging,  and  Chrysler  S-50  M  Trailer 
(Model  524).  One  Hundred  third  prizes  — 
Fiberglass  slalom  water  skiis.  Five  Hundred 
fourth  prizes— Inflatable  body  rafts.  All  win¬ 
ners  to  be  notified  by  mail. 

5.  Prizes  are  non-transferable  and  non-re- 
deemable  for  cash.  No  substitutes  for  prizes 
offered.  Only  one  prize  to  a  family.  The  odds 
of  winning  will  be  determined  by  the  number 
of  entries  received.  All  676  prizes  will  be 
awarded. 

6.  Local,  state  and  federal  taxes,  if  any,  are 
the  responsibility  of  the  winners. 

7.  Sweepstakes  open  to  residents  of  the  Con¬ 
tinental  United  States  and  Hawaii  only.  En¬ 
trants  must  be  21  years  of  age  or  older. 
Employees  and  their  families  of  R.  J.  Reynolds 
Tobacco  Company,  its  subsidiaries  and  affil¬ 
iated  companies,  its  advertising  agencies  and 
Spotts  International  are  not  eligible.  Void  in 
Idaho,  Missouri,  Washington,  and  wherever 
else  prohibited  or  restricted  by  law.  All  fed¬ 
eral,  state  and  local  laws,  and  regulations 
apply.  To  obtain  a  list  of  winners,  send  a 
stamped,  self-addressed  envelope  to: 
"SALEM  Winners,"  P.O.  Box  8223,  St.  Paul, 
Minnesota  55113. 


ENTRY  OPEN  ONLY  TO  THOSE  21  YRS.  OF  AGE  OR  OVER. 

“Natural  MenthoU”  Not  the  artificial  kind." 


SALEM  SWEEPSTAKES: 


Mail  to  Salem  Sweepstakes  P.O.  Box  8218,  St.  Paul,  Minn. 
55113. 


Please  enter  me  in  the  Salem  "Boating"  sweepstakes.  En¬ 
closed  are  two  empty  Salem  packages,  any  size,  or  the 
words  "Salem"  printed  in  block  letters  on  a  3"  x  5"  piece 
of  paper.  I  certify  that  I  am  21  years  of  age  and  over. 


NAME _ 

ADDRESS _ PHONE  NO - 

CITY _ STATE _ ZIP  _ 

(REQUIRED) 

DEALER'S  NAME _ _ _ 

DEALER'S  ADDRESS _ . 


‘ _ MENTHOL’’ 

NO  PURCHASE  REQUIRED-ENTER  AS  OFTEN  AS  YOU  LIKE 


KING;19  mg.'Tar",1.3  mg. nicotine. SUPER  KING:  21  mg."tar".1.5  mg. nicotine, av. per  cigarette,  FTC  Report  NOV, 70. 


vC  1971  R  J  REYNOLDS  TOBACCO  COMPANY.  WINSTON-SALEM,  f- 


Salem 


Bartow  (Fla.)  Savings  and  Loan  Association  —  Architect:  Leslie  G,  Pickett.  Bartow.  Fla, —  General  Contractor;  Morris  Pritchard  Builder, 
Lakeland,  Fla.— Glazing  Contractor:  Central  Glass  Co,  Inc,,  Lakeland.  Fla, —  Mechanical  Engineer;  H.  Lyman  Cauvel,  Tampa,  Fla. 


This  glass  isn't  just  pretty. 

It's  the  glass  that  cuts  building  costs. 


You  could  justify  it  on  beauty  alone.  It  happens  you  can 
justify  it  on  construction  cost  savings  alone.  Not  to 
mention  lower  operating  costs.  And  it's  our  most 
expensive  glass. 

But  hardly  "glass"  in  the  usual  sense.  The  walls  are 
Thermopane®  insulating  units  made  with  Vari-Tran® 
reflective  glass.  Vari-Tran  has  a  metallic  coating  —  here, 
a  golden  tone  —  which  reflects  most  of  the  sun's  heat. 

Vari-Tran  reduces  your  air  conditioning  requirements 
—  not  only  in  tonnage,  but  ductwork,  fans,  etc.— so  you 
increase  the  amount  of  usable  floor  space.  The  net  effect 


is  lower  building  cost  per  square  foot.  And  much  lower 
operating  costs,  of  course,  for  life  of  building. 

All  this  has  been  proved  by  costing  out  glazing  options 
on  a  number  of  buildings.  If  you'd  like  a  computerized 
cost  analysis  on  glass  for  a  building  you're  planning, 
contact  your  L-O-F  Architectural  Representative  or 
Architectural  Dept.,  Libbey-Owens-Ford  Company, 
Toledo,  Ohio  43624.  Why  shouldn't  your  building  be 
less  costly  as  well  as  more  beautiful  ? 

gl  Hi-Perfoimance  Glass 


LABOR: 


UNION  WEALTH:  GROWING 
DESPITE  HARD  TIMES 


Recession  failed  to  “clob¬ 
ber”  labor-union  treasuries,  an 
exclusive  study  of  financial  re¬ 
ports  shows.  Many  unions  had 
gains  in  dues,  other  income. 

Strike  costs  and  layoffs  in  industry 
had  some  effect  on  the  finances  of  big 
unions  last  year,  but  most  of  them  sur¬ 
vived  the  1970  business  decline  in  good 
condition. 

That  is  the  indication  drawn  from  a 
survey  of  labor-union  financial  state¬ 
ments  just  completed  by  “U.  S.  News 
&  World  Report.”  Figures  are  from  re¬ 
ports  filed  with  the  U.  S.  Labor  Depart¬ 
ment,  as  required  by  law. 

Highlights  of  the  statements  are 
shown  in  the  accompanying  chart. 

The  study  shows  that  a  majority  of 


the  big  rmions  whose  reports  were  ana¬ 
lyzed  in  detail  had  higher  income  from 
dues  in  1970  than  a  year  earlier.  Some 
also  had  increased  income  from'  other 
sources,  including  investments. 

Over  all,  union  finances  continued  to 
make  gains  despite  the  impact  of  eco¬ 
nomic  recession. 

Big  money  is  involved,  with  incomes 
of  unions  ranging  as  high  as  912  million 
dollars  for  the  United  Auto  Workers. 
The  year  before,  the  UAW  intake  went 
slightly  above  1  billion. 

But  the  experience  of  the  UAW— a 
minority  one  in  terms  of  financial  condi¬ 
tion  in  many  unions— also  reveals  what 
can  happen  to  labor  treasuries  during  a 
wave  of  strikes.  The  union  started  1970 
with  nearly  122.9  million  dollars  in  net 
assets,  but  the  figure  declined  to  5.1 
million  over  the  next  12  months. 

For  the  most  part,  the  figures  from 
the  treasuries  of  national  unions  do  not 


include  the  hundreds  of  millions  that 
are  accumulating  in  pension  and  welfare 
funds.  Money  in  the  treasuries  of  local 
unions  also  is  not  represented. 

Aufo  Union:  "in  the  red."  The  up- 
and-down  finances  of  the  United  Auto 
Workers  ranged  from  an  income  figure 
of  nearly  912  million  dollars  to  an  oper¬ 
ating-fund  deficit  in  the  course  of  a 
little  more  than  a  year. 

By  the  end  of  April,  1971,  the  UAW 
conceded,  its  operating  funds  were  10 
million  dollars  “in  the  red.”  Much  of  this 
was  caused  by  the  high  cost  of  under¬ 
writing  strikes,  including  the  two-month 
walkout  last  year  at  General  Motors. 

As  a  result,  the  union’s  executive 
board  told  the  staff  that  50  employes 
must  be  laid  off  unless  an  agreement  can 
be  reached  for  postponement  of  a  pay 
raise  of  7  per  cent.  This  increase  is  due 
on  August  1. 

(continued  on  next  page) 


HOW  SOME  BIG  UNIONS  FARED  IN  THE  1970  BUSINESS  SLOWDOWN 

Last  year's  slowdown  in  business,  accompanied  by  layoffs  in 
many  industries,  had  severe  effects  on  finances  of  only  a  few 
big  unions.  Many  ended  the  year  better  off  than  at  the  start. 

Total  Income 


Dues  Income 

In  1970 

Change  From 
1969 

Including  Investments 
In  1970 

Change  From 
1969 

Net  Assets 

End  of  1970 

Change  From 
1969 

Teamsters 

$34,082,452 

Up  2.6% 

$144,527,184 

Up  229.8% 

$86,651,634 

Up  6.4% 

Steelworkers 

$54,200,180 

Up  3.7% 

$135,963,099 

Down  1.7% 

$56,577,370 

Up  23.1% 

Auto  Workers 

$89,922,711 

Up  11.0% 

$911,966,643 

Down  16.1% 

$  5,139,452 

Down  95.8% 

Machinists 

$30,856,892 

Up  8.3% 

$  37,345,827 

Down  0.1% 

$37,210,994 

Up  3.9% 

Carpenters 

$23,822,886 

Up  2.5% 

$  41,810,191 

Up  9.0 0/0 

$36,034,291 

Down  2.1% 

Ladies’  Garment 
Workers 

$12,572,196 

Down  8.5% 

$  41,220,603 

Up  11.5% 

$67,643,066 

Up  8.2% 

Clothing  Workers 

$  5,596,225 

Up  3.5% 

$  9,101,850 

Up  11.7% 

$  7,003,258 

Down  14.9% 

Mine  Workers 

$  3,662,232 

Up  3.70/0 

$  9,694,770 

Up  14.9% 

$86,319,302 

Down  0.9% 

United  Transpor¬ 
tation  Workers 

$  8,041,026 

Down  7.5% 

$  33,437,254 

Down  4.0% 

$12,323,283 

Up  3.1% 

Seafarers 

$  1,323,308 

Up  5.1% 

$  1,413,497 

Up  4.7% 

$  131,577 

Down  82.1% 

Laborers 

$  7,715,619 

Up  10.4  0/0 

$  14,229,946 

Up  19.2% 

$28,149,599 

Up  5.8% 

Sharp  financial  changes  were  reported  by  some  unions.  Income  of  the  Teamsters  had  a  big  rise,  largely  from  sale  of 
investments.  United  Auto  Workers  also  sold  investments  heavily  in  both  1969  and  1970  and  drew  down  assets  last 
year  to  pay  strike  benefits.  The  Seafarers’  assets  dropped  because  of  especially  heavy  disbursements. 


Source:  union  financial  reports  filed  with  U.  S.  Dept,  of  Labor 
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.  .  .  Auto  Workers’  treasury  sapped  by  layoffs 
in  aerospace,  farm-equipment  and  auto-parts  plants 


In  the  eight  months  ended  April  30, 
1971,  the  Auto  Union’s  strike  fund 
spent  $179,286,110  in  strike  benefits  and 
insurance  fees,  according  to  Emil  Mazey, 
secretary-treasurer. 

That  was  nearly  three  times  as  much 
as  the  union  expended  three  years  ear¬ 
lier  when  there  was  a  strike  in  the 
previous  wage  round  in  autos. 

Mr.  Mazey  recalled  that  strike  ex¬ 
penses  were  only  50  millions  in  the  first 
eight  months  of  the  1964-66  round. 

The  UAW  said  it  was  having  “great 
difficulty”  completing  contracts  with 
auto-parts  firms  this  year,  with  some 
90  walkouts  in  April  and  May. 

By  the  end  of  April,  1971,  the  UAW 
strike  fund  was  down  to  11.7  millions. 
The  union  also  owes  more  than  43  mil¬ 
lion  dollars  to  other  unions,  the  banks 
and  UAW  locals. 

Some  of  the  organization’s  money 
problems  grow  out  of  layoffs  in  aero¬ 


space,  auto-parts  and  farm-implement 
plants.  When  unemployed,  members 
do  not  have  to  pay  dues. 

UAW  now  has  about  1.3  million  work¬ 
ers  paying  dues,  having  lost  about  200,- 
000  in  layoffs. 

The  Auto  Union  treasury  deals  in  huge 
sums,  as  do  the  treasuries  of  other  big 
unions.  Total  receipts  amounted  to  $1,- 
086,870,726  in  1969.  By  the  start  of 
1971  they  were  down  16.1  per  cent,  to 
$911,966,643. 

Income  from  members’  dues  was  up 
nearly  9  millions  last  year,  to  89.4  mil¬ 
lions.  Loans  brought  in  nearly  55 
millions  and  sale  of  investments  and  fixed 
assets  provided  749.4  millions. 

Expenses  for  1970  ran  to  about  916 
millions.  This  included  141.4  millions  in 
strike  benefits  and  690.3  millions  for 
new  investments. 

Salaries  and  expenses  for  officers  to¬ 
taled  $841,993  and  for  employes  of  the 


i  TRENDS  IN  LABOR  i 

L.....  .... _ 


►  Picket-line  ruling.  A  U.  S.  court 
of  appeals  declined  to  enforce  an  or¬ 
der  that  would  have  compelled  a 
company  to  reinstate  a  confidential 
secretary  fired  for  refusing  to  cross 
a  picket  line.  The  National  Labor 
Relations  Board,  which  excluded  the 
secretary  from  the  bargaining  unit, 
had  found  that  her  failure  to  work 
in  a  strike  was  a  “protected  activity” 
under  the  law.  The  court  said  con¬ 
fidential  secretaries  are  classed  as 
supervisors  under  the  law  and  thus 
not  “protected.” 

►  Investment  service.  A  bank’s  ac¬ 
tion  in  unilaterally  terminating  a  free 
investment  service  for  its  own  em¬ 
ployes  does  not  materially  affect 
their  working  conditions  and  thus 
does  not  violate  the  labor  law.  So 
finding,  a  U.  S.  court  of  appeals  set 
aside  an  NLRB  decision  which 
found  a  violation. 

►  New  hiring  plan.  Atlanta  became 
the  fourth  city  to  get  a  construction¬ 
hiring  program  from  the  U.  S.  Labor 
Department.  Similar  to  the  original 
“Philadelphia  Plan,”  the  new  setup 
establishes  hiring  standards  aimed  at 


opening  more  building-industry  jobs 
to  blacks  on  federally  financed  proj¬ 
ects.  The  Department  also  announced 
contract  specifications  for  federal 
projects  in  the  Seattle  area.  Officials 
said  the  “hometown”  plan  estab¬ 
lished  by  Seattle  groups  is  under  re¬ 
view  and  will  be  abolished  if  it 
proves  to  be  ineffective. 

►  Jobs  for  veterans.  The  National 
Alliance  of  Businessmen  promised 
to  seek  100,000  job  openings  for  vet¬ 
erans  of  Vietnam,  after  a  meeting 
with  President  Nixon  in  Washington. 
This  will  be  on  top  of  earlier 
pledges  to  find  220,000  new  jobs 
for  the  hard-core  unemployed.  Some 
20,000  business  firms  are  co-operat¬ 
ing  with  the  NAB. 

►  Citing  the  record.  Shortly  before 
a  bargaining  vote,  an  employer  de¬ 
livered  a  speech  to  his  workers 
quoting  portions  of  a  court  decision 
upholding  another  management’s 
right  of  free  speech  in  such  situa¬ 
tions.  The  union  involved,  having 
lost  the  election,  later  complained 
that  the  speech  “coerced”  employes. 
NLRB  found  no  violation. 


union,  23.4  million.  Leonard  Woodcock. 
UAW  president,  received  $25,071  in 
pay  and  $8,195  in  expenses. 

Teamsters:  big  income  rise.  Sale  of 
101.9  million  dollars’  worth  of  invest¬ 
ments  helped  account  for  the  230  per 
cent  jump  in  Teamsters  Union  receipts 
during  last  year. 

The  trucking  union’s  financial  report 
also  showed  that  the  organization— with 
more  than  2  million  members— took  in 
34  millions  in  dues  income,  an  increase 
of  $848,000  from  1969. 

The  Teamsters  national  headquarters 
started  the  year  with  net  assets  of  81.4 
millions  and  ended  with  86.7  millions. 
During  1970,  some  94.5  millions  was 
spent  on  new  investments,  compared 
with  about  17.5  millions  in  1969. 

Frank  E.  Fitzsimmons  has  been  get¬ 
ting  the  $100,000  presidential  salary 
while  substituting  for  imprisoned  James 
R.  Hoff  a  as  Teamster  president.  Hoff  a 
declined  the  pay  while  jailed  for  jury 
tampering  and  mail  fraud,  and  now  has 
announced  his  resignation  from  the  top 
post.  He  endorsed  Mr.  Fitzsimmons  for 
the  job  in  July’s  election  of  officers. 

Steelworkers:  assets  up.  Threatening 
strikes  in  four  industries  during  1971, 
the  United  Steelworkers  Union  opened 
the  year  with  net  assets  of  nearly  56.6 
million  dollars.  That  was  a  rise  of  23.1 
per  cent  from  the  previous  year. 

Included  was  a  strike  fund  of  about 
30  millions,  according  to  President  I.  W. 
Abel.  The  Steel  Union,  unlike  the  UAW, 
does  not  pay  regular  strike  benefits. 

Dues  income  of  the  Steelworkers  rose 
3.7  per  cent  from  1969.  With  revenue 
from  investments  and  other  receipts,  to¬ 
tal  income  last  year  was  more  than  135.9 
millions. 

Among  assets  listed  at  the  start  of 
1971  were  29.3  millions  in  U.  S.  Treas¬ 
ury  securities  and  loans  of  nearly  14.2 
millions.  Payrolls  included  1  million  for 
officers  and  23  millions  for  employes. 
Mr.  Abel  drew  $52,500  pay  and  $15,158 
in  expenses. 

Machinists:  more  dues.  The  revenue 
from  members’  dues  rose  8.3  per  cent 
last  year  for  the  Machinists  Union— an 
extra  2.4  million  dollars.  However,  total 
receipts,  including  investment  income, 
dropped  $19,000  to  37.3  million. 

This  union,  with  about  900,000  dues- 
payers,  gave  its  president,  Floyd  E. 
Smith,  a  salary  of  $34,000,  plus  $6,870 
for  expenses. 

Seafarers:  separate  fund.  A  note  in 
the  report  of  the  Seafarers  Union  ad¬ 
vised  that  $33,322  in  funds  of  the  Sea¬ 
farers  Committee  on  Political  Educa¬ 
tion  was  removed  from  the  treasury  state¬ 
ment.  It  said  the  committee  is  not  part 
of  the  union. 

On  June  30,  1970,  a  branch  of  the 
Seafarers  and  several  officers  were  in- 
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dieted  on  charges  of  using  union  funds 
for  national  political  campaigns.  The 
charges  were  denied. 

The  union’s  treasury  showed  a  drop  of 
$605,306  in  net  assets  last  year,  to 
$131,577. 

Expenses  totaled  more  than  1.7  mil¬ 
lions,  up  about  $696,000  from  1969. 
Receipts  of  1.4  millions  represented  a 
gain  of  about  $63,000. 


A  DAMPER 
ON  BUILDING  WAGES 


Evidence  of  some  slowing  of  the 
wage  spiral  in  the  construction  field  was 
noted  in  late  June. 

Industry  officials,  however,  called  for 
Government  action  to  halt  prolonged 
strikes  in  some  areas,  such  as  Phila¬ 
delphia.  Also,  contractors  urged  a  roll¬ 
back  of  1971  pay  boosts  coming  due 
under  agreements  signed  last  year. 

The  signs  of  a  slowdown  on  wages  in¬ 
cluded  agreement  by  two  building  crafts 
in  Dayton  to  forgo  pay  raises  promised 
in  their  long-term  pacts. 

Dayton’s  Millwrights  Union  has  an 
agreement  expiring  in  May,  1972, 
which  calls  for  a  June  raise  of  50  cents 
an  hour  in  cash  wages.  But  the  union 
members  approved  the  idea  of  leaving 
the  pay  rate  at  $8.12  an  hour  and  ap¬ 
plying  20  cents  of  the  scheduled  boost 
to  “fringes.”  That  pushed  total  labor 
costs  to  $8.84. 

Jim  Gann,  business  agent  for  the 
Millwrights’  local,  said:  “The  men  felt 
in  the  long  run  it  would  help  to  give 
them  more  regular  work.”  He  added; 

“If  these  men  could  work  nine  months 
out  of  the  year  they’d  get  by  all  right. 
We  felt  that  with  the  present  economy 
lag  and  problems  in  this  country,  it  was 
the  right  thing  to  do.  .  .  .  We’re  holding 
the  line  for  a  year,  and  after  that,  we’ll 
take  another  look.” 

Mr.  Gann  reported  that  90  per  cent  of 
the  162  members  had  approved  the  plan 
he  suggested.  If  this  does  give  his  men 
more  work,  he  feels  that  additional  un¬ 
ions  will  copy  the  idea. 

Dayton  bricklayers  also  were  slated 
to  get  a  pay  raise  of  50  cents  an  hour 
as  of  May  1,  under  their  four-year  agree¬ 
ment.  Instead,  they  chose  to  settle  for 
15  cents  for  health- welfare  contributions 
—a  boost  to  40  cents  an  hour— and  kept 
the  basic  wage  at  $8.  There  also  is  a 
50-cent  payment  for  a  pension  program. 

Electricians  in  Dayton  set  up  a  dual 
pay  scale  of  $5  an  hour  for  residential 
work  and  $8.55  for  commercial  and  in¬ 
dustrial  building. 

(continued  on  next  page) 
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There  are  two  ways  to  do  it.  Either  put  up  a  sign  and  wait 
for  a  prospect.  Or  put  an  ad  in  the  paper,  and  wait  for  the  phone  to 
ring.  Both  are  guaranteed  to  get  you  more  “lookers”  than  buyers. 

To  save  time,  see  your  Realtor  first.  He  knows  how  to  price 
your  home,  promote  your  home,  and  bring  you  real  prospects.  Be¬ 
cause  he’s  not  just  anyone  in  real  estate.  He’s  the  professional 
who  is  pledged  to  a  strict  code  of  ethics,  and  works  in  your  best 
interests. 


That’s  good.  Because  you  can  relax,  knowing  your  best 
interests  are  being  taken  care  of.  Professionally. 


So  see  your  Realtor.  Meantime,  send  for  our  helpful  book¬ 
let,  “How  To  Sell  Your  House  Faster  ...  At  The  Right  Price.” 


It’s  free. 


Your  Realtor® 

Somebody  good  to  have  working  for  you. 


You  can  recognize 
your  Realtor  by 
the  seal.  A  Realtor 
is  a  professional 


ational  Association 
Real  Estate  Boards 
Connecticut  Ave.,  N.  W. 
shington,  D.C.  20036 


I  sell  my  house,  I  would  like  to 
more.  Please  send  me  a  copy  of 
free  booklet:  “How  To  Sell  Your 
House  Faster  ...  At  The  Right  Price.”  I  am  enclosing 
a  self-addressed,  stamped  envelope  no  smaller  than 
4"  X  91/2". 


in  real  estate  who 
subscribes  to  a 
strict  Code  of 
Ethics  a.s  a  member 
of  the  local  and 
state  boards  and  of 
the  National 
Association  of  Real 
Estate  Boards. 


Name, 

Street. 


I  City. 

I _ 


State _ Zip, 
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NEWS-LINES 


WHAT  YOU  AS  A  BUSINESSMAN 
Q  CAN  and  Q  CANNOT  DO 

as  o  result  of  recent  court  and  administrative  decisions 


.  .  .  Recent  pay  boosts 
range  up  to  20  per  cent 

In  another  development,  the  Admin¬ 
istration’s  Construction  Industry  Stabil¬ 
ization  Committee  refused  to  approve  a 
one-year  rise  of  31.6  per  cent  in  wages 
and  “fringes”  for  plumbers  in  Morgan¬ 
town,  W.  Va.  This  would  have  pushed 
the  total  labor  cost  to  $8.36  from  $6.35. 

The  turndown  was  announced  June 
24  as  the  Committee  revealed  it  had  ap¬ 
proved  19  wage  agreements.  The  in¬ 
creases  ranged  up  to  20  per  cent. 


IF  YOU’RE  HEADED 
FOR  ITALY,  FRANCE- 

Reported  from 
ROME  and  PARIS 

Tourists  planning  to  travel  in  Italy  or 
France  this  summer  face  the  possibility 
they  will  be  inconvenienced  by  strikes. 

Observers  on  the  scene,  however,  say 
that,  so  far,  the  impact  of  the  walkouts 
on  tourism  has  not  been  severe. 

In  Italy,  the  latest  outbreak  of  labor 
trouble  occurred  on  June  21  when  some 
220,000  hotel  employes  struck  in  major 
cities.  This  was  the  third  nationwide 
stoppage  in  hotels  during  the  current 
tourist  season. 

Workers  demanded  a  higher  minimum 
wage  and  shorter  hours. 

By  some  estimates,  2  million  travelers 
were  affected  by  the  hotel  walkout. 
Tourists  had  to  make  their  own  beds, 
clean  the  rooms,  carry  their  luggage. 

One  hotel  manager  reported  that  most 
of  his  guests  were  “tolerant  and  under¬ 
standing,”  but  he  warned  that  continua¬ 
tion  of  the  strike  wave  would  deal  a 
severe  blow  to  the  tourist  business. 

One  observer  said  the  strike  mostly 
affected  big  hotels  in  large  cities  but 
not  the  many  small,  family-style  hotels. 

Italian  tourist  officials  still  expect  an 
increase  of  5  per  cent  in  American  trav¬ 
elers  this  year.  U.  S.  visitors  to  Italy  set 
a  high  of  1.7  million  in  1970— part  of  an 
influx  of  some  33  million  persons. 

A  national  railroad  strike  in  France 
which  lasted  12  days  caused  inconven¬ 
iences  for  travelers,  but  some  trains  were 
kept  running.  The  unauthorized  walkout 
involved  wage  demands. 

Those  who  intended  to  ship  their  au¬ 
tomobiles  on  autocouchette  trains  found 
they  had  to  take  to  the  highways.  Many 
travelers  continued  their  journeys  by 
air,  since  all  major  French  cities  now 
have  air  service. 

The  outlook  for  the  summer  in  France: 
Only  minor  strikes  seem  likely. 


a  YOU  CAN  find  out  about  an 
Interior  Department  plan  to  speed 
up  its  sales  of  oil  and  gas  leases  in 
the  Outer  Continental  Shelf.  Next 
sale,  involving  areas  off  the  coast  of 
eastern  Louisiana,  is  set  for  December. 
There  will  be  at  least  two  major  sales 
annually  for  five  years,  mostly  in  the 
Gulf  of  Mexico.  Copies  of  the  schedule 
may  be  obtained  from:  Director,  Bu¬ 
reau  of  Land  Management,  Attention: 
310,  Washington,  D.  C.  20240. 

*  *  * 

a  YOU  CAN  deduct,  as  an  ordinary 
business  expense,  salaries  you  pay 
to  employes  who  are  temporarily  ab¬ 
sent  to  fulfill  military  obligations  or 

to  serve  the  U.  S.  Government  in  other 
ways  at  nominal  compensation.  The  In¬ 
ternal  Revenue  Service  issues  Ruling 
71-260  to  clarify  this  point. 

*  *  * 

H  YOU  CAN,  on  behalf  of  a  bank 
holding  company,  offer  financially 
related  data-processing  service  to  any 
type  of  customer,  subject  to  Federal 
Reserve  Board  approval.  The  Board 
adopts,  in  liberalized  form,  regulations 
originally  published  in  January  to  carry 
out  provisions  of  the  Bank  Holding  Com¬ 
pany  Act  amendments  of  1970. 

*  *  * 

a  YOU  CAN  now  comment  on  a 
proposal  by  the  Federal  Power  Com¬ 
mission  to  require  more-detailed  in¬ 
formation  on  the  diversified  business 
activities  of  natural-gas  and  electric 
utilities  with  operating  revenues  of  1 
million  dollars  or  more  a  year.  Deadline 
is  July  29. 

■iF  « 

H  YOU  CAN  send  for  the  fourth 
edition  of  the  Interior  Department’s 
"Mineral  Facts  and  Problems,"  an 
encyclopedia  on  U.  S.  mineral  resources. 
The  publication  is  for  sale  at  $10.75 
a  copy.  Write:  Superintendent  of  Docu¬ 
ments,  Washington,  D.  C.  20402. 


D  YOU  CAN  refuse  to  pay  em¬ 
ployes  for  time  they  lost  while  at¬ 
tending,  under  subpoena  obtained  by 
a  union,  a  hearing  into  unfair-labor- 
practice  charges  against  your  firm  even 
though  workers  who  went  to  testify 
at  company  request  continue  on  reg¬ 
ular  wages.  To  require  otherwise, 
the  National  Labor  Relations  Board 
says  in  one  case,  would  force  a  litigant 
to  subsidize  his  opponent  in  an  ad¬ 
versary  procedure. 

^  ^ 

□  YOU  CANNOT  deny  a  perfect- 
attendance  award  to  an  employe 

who  missed  work  only  to  appear  under 
union  subpoena  at  a  Labor  Board  hear¬ 
ing  if  you  bestow  the  prize  on  another 
worker  whom  you  asked  to  testify.  The 
Board  agrees  with  a  trial  examiner’s 
finding  that  such  action  is  unlawfully 
discriminatory. 

*  *  * 

□  YOU  CANNOT,  as  a  radio  or 
television  broadcaster  seeking  re¬ 
newal  of  your  license,  coimt  on  bar¬ 
ring  another  applicant  from  full  hearing 
by  demonstrating  that  you  have  “sub¬ 
stantially”  met  public  needs.  A  federal 
appeals  court  decides  that  the  full-hear¬ 
ing  provision  of  the  Communications  Act 
invalidates  a  Federal  Communications 
Commission  policy  under  which  an  in¬ 
cumbent  could  obtain  “controlling  pref¬ 
erence”  in  this  way. 

*  ^  ^ 

Q  YOU  CANNOT,  as  a  hcensed  brok¬ 
er  in  perishable  farm  commodities 
avoid  posting  double  bond  pend¬ 
ing  appeal  of  an  Agriculture  Depart¬ 
ment  reparation  award,  according  to 
a  U.  S.  court  of  appeals.  One  Depart¬ 
ment  licensee  said  he  did  not  have 
enough  money  to  do  so,  and  claimed 
that  the  double-bond  requirement  vio¬ 
lated  the  due-process  clause  of  the  Fifth 
Amendment.  The  court  rejects  his  argu¬ 
ment,  noting  that  his  right  to  do  business 
is  not  “fundamental.” 


Conclusions  expressed  in  these  paragraphs  are  based  upon  decisions  and  rulings  of 
courts  and  Government  bureaus.  In  making  their  decisions,  courts  and  bureaus  consider 
many  facts  which,  for  reasons  of  space,  cannot  be  set  forth  in  detail.  “U.  S.  News  World 
Report,”  on  written  request,  will  refer  interested  readers  to  sources  of  this  basic  material. 
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IN  YOUR  PERSONAL  PLANNING 

2300  N  Street,  N.W. 
Washington,  D.C.  20037 


You  may  be  worth  more  financially  than  you  think.  If  so,  you  could  leave 
your  family  a  bundle  of  federal-estate-tax  problems  unless  you  plan  ahead. 

ESTATE  TAXES.  As  the  years  go  by,  rising  home  prices,  higher  incomes, 
bigger  insurance  policies,  accumulation  of  securities,  and  additions  to  savings 

push  more  people  into  estate-tax  brackets.  If  you  haven't  done  so  lately,  it 

probably  would  pay  to  make  an  inventory  of  your  net  worth  to  see  whether  you  now 
have  enough  property  to  pose  tax  problems. 

The  rules.  Federal  estate  tax  ranges  from  3  per  cent  on  the  first  $5,000 

of  a  taxable  estate  up  to  a  maximum  of  77  per  cent.  There  is  a  $60,000 

exemption  on  the  estate  of  a  single  person.  That  is  on  net  estate  after  payment 
of  debts  and  costs  of  settlement.  For  a  married  man,  up  to  half  of  his  holdings 
can  go  to  his  wife,  tax-free,  but  the  remainder  is  taxable  on  amounts  in  excess 
of  $60,000.  All  States  except  Nevada  have  estate  or  inheritance  taxes. 

How  it  works.  As  an  example,  take  the  case  of  a  married  man  with  a  small 
business  worth  $100,000,  a  $65,000  home,  $45,000  in  stocks,  $75,000  in  life 
insurance,  and  other  net  assets  of  $15,000  after  payments  of  debts  and  costs  of 
settling  the  estate.  That  is  a  gross  of  $300,000.  If  he  left  half  to  his  wife, 
free  of  tax,  the  amount  would  be  cut  to  $150,000,  and  would  exceed  the  $60,000 
exemption  by  $90,000 — his  taxable  estate.  The  federal  estate  tax  on  this 
$90,000  would  be  $17,500,  and  the  State  tax  at  least  $400. 

In  the  case  of  a  single  person  with  a  gross  estate  of  that  amount,  the 
federal  tax  would  be  $59,100  and  the  State  tax  $3,600  or  more. 

Thus  a  knowledge  of  the  rules  becomes  increasingly  Important. 

Guide .  Detailed  information  on  the  rules  may  be  found  in  "A  Guide  to 

Federal  Estate  and  Gift  Taxation,"  IRS  Publication  448,  available  for  25 

cents  from  the  Superintendent  of  Documents,  Washington,  D.C.  20402. 

WHICH  STATE  COLLEGE?  The  amount  a  student  may  save  on  tuition  by  attending 
a  tax-supported  college  in  his  own  State,  rather  than  one  in  another  State,  is 
rising  rapidly.  The  American  Association  of  State  Colleges  and  Universities 
reports  the  average  charge  this  year  for  nonresidents  is  more  than  twice  that 
for  State  residents.  For  undergraduates,  the  average  is  $901  for  nonresidents, 
and  $404  for  residents.  For  graduate  students,  it  is  $859  to  $425. 

(over) 
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OVERSEAS  POSTAGE  RATES.  Starting  July  1,  you  will  have  to  pay  new  rates 
for  most  mail  sent  abroad — except  to  Canada  and  Mexico. 

To  Europe,  airmail  letters  will  be  21  cents  a  half  ounce — an  increase  of  1 
cent — with  surface  mail  up  from  13  to  15  cents,  air  parcel  post  up  10  per  cent. 

To  Central  and  South  America,  the  Caribbean,  Bahamas  and  Bermuda,  an 
airmail  letter  goes  up  from  15  to  17  cents,  and  surface  mail  from  13  to  15. 

To  Asia,  Australia,  the  Pacific  area  and  Africa — except  North  Africa — 
airmail  will  drop  from  25  to  21  cents,  while  surface  mail  goes  up  from  13  to  15. 

To  Canada  and  Mexico,  as  well  as  to  U.S.  servicemen  overseas,  rates  remain 
the  same  as  U.S.  domestic  rates — 11  cents  airmail,  8  cents  by  surface  movement. 

Rates  for  surface  parcel  post,  meanwhile,  are  up  from  $1  to  $1.20  for  2 
pounds  to  Canada,  Mexico,  Central  America;  from  $1.10  to  $1.30  elsewhere. 

FREE  TALKING  BOOKS.  Children  who  are  blind  or  have  other  disabilities  that 
prevent  them  from  reading  may  be  eligible  for  a  free  "talking  book"  service, 
recently  begun  by  the  Library  of  Congress.  For  details  on  the  nationwide 
program,  teachers  and  physicians  may  write  for  a  brochure  to:  Division  for  the 
Blind  and  Physically  Handicapped,  Library  of  Congress,  1291  Taylor  Street,  N.W. , 
Washington,  D.C.  20542. 

SAFE  FISHING.  To  keep  your  fishing  trip  from  being  marred  by  an 
accident,  the  American  Red  Cross  makes  these  suggestions:  Carry  a  small 
first-aid  kit  with  you... Keep  hooks  in  covered  containers ...  Take  along 
needle-nosed  pliers,  wire  cutters  and  pocketknife  to  free  hooks... In  a  boat 
with  others  aboard,  use  an  overhead  cast... Never  fish  standing  in  a  boat 
...Don't  fish  near  swimmers,  water  skiers,  scuba  divers,  or  alone... Do  not 
tie  up  to  a  channel  buoy  or  marker. .. Carry  a  life  preserver  for  each 
passenger  you  have  aboard. . .Learn  how  to  hold  a  fish  properly  while 
extracting  a  hook... If  you  snag  yourself  deeply,  leave  the  hook  in,  cut  off 
the  line,  bandage  the  wound,  then  seek  medical  aid. 

SEAFOOD.  In  case  you  are  concerned  about  reports  of  widespread  mercury 
pollution  affecting  seafood  taken  from  American  waters,  here  is  what  Dr.  Robert 
M.  White,  head  of  the  Commerce  Department's  National  Oceanic  and  Atmospheric 
Administration,  now  reports:  "There  is  no  reason  whatever  not  to  eat — and  enjoy 
— fish  and  shellfish.  So  far,  what  we  found  gives  us  reason  for  optimism. 

Since  the  mercury  problem  first  came  to  light  about  a  year  ago,  swordfish  is  the 
only  species  that  the  Food  and  Drug  Administration  felt  should  be  the  subject  of 
a  warning  to  the  public." 

ADVICE.  Dr.  White  suggests  that  people  "not  deprive  themselves  of 
the  nourishment,  the  economy,  and  the  pure  enjoyment  of  eating  the  vast 
majority  of  fish,  which  there  is  no  reason  to  distrust." 

DONATING  BLOOD.  For  your  guidance  when  asked  to  give  blood,  the  Health 
Insurance  Institute  reports  this:  Normal  donation  of  blood  amounts  to  one  pint. 
This  amount  may  be  given  every  eight  weeks,  up  to  five  times  a  year,  by  anyone 
between  18  and  65  and  in  good  health.  A  donor's  blood  volume  ordinarily  returns 
to  normal  within  one  day.  About  half  of  the  people  donating  blood  in  the  U.S. 
today  are  paid  for  it. 
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TROUBLES  FOR  OILMEN 

American  oil  companies  are  running  into  rough  weather  in 
some  of  their  overseas  ventures. 

Take  Standard  Oil  of  California.  Its  Chevron  Oil  arm  in 
Britain  wanted  to  make  a  120-million-dollar  investment  in 
Scotland.  A  100,000-barrel-a-day  refinery  at  Hunterston, 
on  the  Clyde  Estuary,  was  the  goal.  But  the  Secretary  of 
State  for  Scotland  rejected  the  plan.  British  oflBcials  fear 
expansion  projects  of  other  firms— such  as  British  Petroleum, 
the  Royal  Dutch/Shell  Group,  and  a  Burmah  Oil-Total 
team— could  create  a  refinery  surplus  in  a  few  years.  Chev¬ 
ron,  meanwhile,  looks  at  other  possible  European  sites. 

Or  take  firms  such  as  Gulf  Oil,  Texaco,  Mobil  Oil,  and 
Creole  Petroleum— a  Standard  Oil  (New  Jersey)  subsidiary. 
These  are  among  U.  S.  entries  with  major  stakes  in  Vene¬ 
zuela,  where  the  Congress  mulls  legislation  that  would 
clamp  Government  controls  on  foreign  oil  firms,  then  na¬ 
tionalize  them  when  concessions  expire  in  1983.  One  pro¬ 
posal  would  enable  Caracas  to  tell  the  companies  when  and 
where  to  drill  new  wells,  to  replenish  present  reserves. 

In  New  Delhi,  the  Government  of  India  studies  the  im¬ 
plications  of  nationalizing  foreign  oil  companies.  For  two 
years,  it  has  faced  strong  political  demands  for  seizing  the 
private  ventures.  Pressure  for  a  take-over  flared  in  a  con¬ 
troversy  about  the  price  the  firms  should  pay  for  their 
crude-oil  imports.  It  has  not  let  up. 

India’s  private  refineries  belong  to  a  unit  of  Standard  Oil 
(New  Jersey),  a  Burmah  Oil-Shell  venture,  and  Caltex— 
owned  jointly  by  Texaco  and  Standard  Oil  of  California. 
India’s  oil  experts  ponder  legality  of  nationalization,  in  light 
of  25-year,  Government-industiy  refineiy  contiacts. 

GEARING  UP  IN  THE  ORIENT 

U.  S.  producers  of  auto  parts  and  related  equipment  are 
expanding  their  operations  in  the  Far  East. 

Dana  Corporation  and  Hyun  Dai  Gear  Gompany  of  South 
Korea  have  agreed  to  form  a  joint  venture.  Its  name;  the 
Korea  Spicer  Gompany.  Products:  propeller  shafts,  axles, 
and  transmissions  for  cars,  buses  and  trucks.  Dana  will  own 
49  per  cent  of  the  business,  Hyun  Dai  51  per  cent. 

In  Japan,  Eaton  Gorporation  is  to  start  full-scale  produc¬ 
tion  of  clutches,  brakes,  and  other  control  devices  for  in¬ 


dustrial  machinery.  Its  Fawick  Japan,  Ltd.,  joint  venture 
gets  the  work.  Japanese  partners  last  autumn  agreed  to  a 
bigger  Eaton  share  in  Fawick  and  stepped-up  production. 

Another  Eaton  Japanese  venture,  owned  jointly  with  Koyo 
Seiko  Company  of  Osaka,  makes  tandem  axles  for  trucks. 

In  Singapore,  two  U.  S.  enterprises  have  started  building 
facilities  for  precision  metalworking.  North  American  Rock¬ 
well  will  produce  roller  chain.  It  also  will  be  training  tool 
and  die  makers  for  possible  additional  projects. 

Barden  Coiporation  will  manufacture  in  Singapore  a  range 
of  precision  steel  balls,  including  some  for  ball  bearings. 

CHECKING  DOLLAR  FLOW  TO  EUROPE 

Six  big  U.  S.  banks  played  significant  roles  in  that  stam¬ 
pede  of  dollars  into  Europe  during  May’s  Continental  curren¬ 
cy  crisis,  it  now  appears.  But  some  21  large  American  com¬ 
panies  were  involved  in  only  a  minor  way. 

A  special  tally  for  May  shows  that  the  49  largest  U.  S. 
banks  increased  their  foreign  assets  by  some  500  million  dol¬ 
lars,  according  to  Governor  Andrew  F.  Brimmer  of  the  Fed¬ 
eral  Reserve  Board.  Yet,  most  of  the  49  had  little  activity; 
16  reduced  their  overseas  assets.  Mr.  Brimmer  noted:  “Only 
six  banks  had  increases  of  more  than  10  million  dollars.” 

Governor  Brimmer  suggested  that  a  large  part  of  the  jump 
in  assets  reflected  a  drawing  upon  credit  foreign  banks 
and  other  borrowers  had  established  earlier  with  U.  S.  banks. 

Such  moves,  he  said,  “may  have  represented  a  hedge  by 
foreign  borrowers  against  exchange-rate  changes.”  However, 
since  the  loans  are  mainly  in  dollars,  they  do  not  represent 
foreign-exchange  activity  for  the  U.  S.  banks  themselves. 

The  U.  S.  Office  of  Foreign  Direct  Investments  queried 
21  major  firms  on  transfers  of  capital  between  April  30  and 
May  5— when  several  European  governments  stopped  for¬ 
eign-exchange  trading  prior  to  some  currency  changes. 

Bank  deposits  and  other  short-term  liquid  assets  the  21 
firms  held  outside  the  U.  S.  and  Canada  increased  by  the 
equivalent  of  just  12  million  dollars,  with  10  millioir  of  this 
in  U.  S.  dollars.  The  companies’  total  assets  of  the  typo 
checked  were  400  million  dollars.  Only  6.5  per  cent  of  this 
was  in  moneys  with  value  changes  on  May  10. 

The  21  firms  transferred  to  their  European  affiliates  about 
20  million  dollars  in  the  sui'vey  period.  About  13  million  of 
the  total  went  into  Germany  and  Switzerland. 

COPIERS  ADD  NEW  BUSINESS 

American  producers  of  copying  machines  and  related 
equipment  are  spotting  fresh  business  oppoitunities  abroad. 

Pitney-Bowes  has  set  up  an  Australian  subsidiary  to  run 
the  marketing  of  its  office  copiers  and  supplies.  It  is  the 
latest  move  in  Pitney-Bowes’  international  expansion. 

Xerox  Corporation  is  finding  Latin-American  governments 
and  other  official  agencies  among  its  best  customers  south  of 
the  U.  S.  border.  That’s  one  reason  for  a  nearly  35  per  cent 
rise  in  1970  revenues  from  the  Latin-American  and  Carib¬ 
bean  region,  a  Xerox  executive  reports.  Another  help:  Xerox 
maintains  close  relations  with  local  suppliers  of  paper  and 
other  materials  for  copiers.  On  another  front:  A  Xerox  af¬ 
filiate  is  seeking  business  in  mainland  China. 

Image  Systems,  Inc.,  of  Culver  City,  Calif.,  is  shaping  up 
a  special  deal  with  Takachiho  Koheki  Company,  a  Tokyo 
trading  company.  Image  has  been  exporting  an  automatic 
retrieval-display  system  to  Japan  through  Takachiho.  This 
firm  combined  the  system  with  a  copying  machine  from 
Minolta  Camera  Company.  The  new  device  reportedly  turns 
out  a  hard  copy  of  microfilmed  information  in  10  minutes, 
including  time  to  find  the  original.  Takachiho  is  starting  pro¬ 
duction  this  summer.  Image  is  taking  two  thirds  of  the  units. 
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WHO  IS  PROLONGING  THE  WAR? 


BY  David  Lawrence 


The  united  states  is  militarily  the  most  power¬ 
ful  nation  in  the  world.  Certainly  a  tiny  country 
like  North  Vietnam  would  never  have  been  able  to  de¬ 
prive  an  American  army  of  victory  if  the  commanders 
of  our  forces  had  been  permitted  to  use  military  strate¬ 
gy  and  air  power  in  the  customary  ways. 

Who  interfered  with  our  own  military  operations? 
Who  in  this  country  prevented  our  armed  services  from 
using  their  maximum  strength?  Who,  indeed,  must  ac¬ 
cept  the  responsibility  for  the  long  list  of  casualties? 
This  would  never  have  been  so  large  if  American 
forces  had  been  authorized  to  employ  the  military 
means  necessary  to  attain  victory. 

But  ever  since  we  went  to  the  aid  of  the  South  Viet¬ 
namese,  there  have  been  pressures  inside  the  United 
States.  These  have  been  called  “political.”  Basically 
they  were  influences  which  catered  to  pacifist  elements 
and  sought  to  sway  the  uninformed  citizens  who  never 
really  knew  how  or  why  the  war  was  being  lost. 

General  William  C.  Westmoreland,  who  commanded 
U.  S.  ground  forces  in  Vietnam  for  four  years  and  now 
is  Chief  of  Staff  of  the  Army,  revealed  in  an  interview 
in  this  magazine  on  Sept.  29,  1969,  some  of  the  frus¬ 
trations  of  our  military  commanders.  He  said: 

“One  of  the  interesting  things  about  this  war  is  that 
responsibility  has  been  divided.  I  had  the  U.  S.  ground 
war  in  the  South,  Admiral  Sharpe  had  the  air  war  in 
the  North.  The  political,  psychological,  economic  fac¬ 
tors  implicit  in  this  entire  equation  were  vested  in  the 
Ambassador  in  Saigon  and  the  Secretary  of  State.  Also, 
operations  were  conducted  in  the  territory  of  an  ally 
who  exercised  sovereign  authority  over  his  land  and 
his  people  and  control  of  his  troops. 

“No  U.  S.  authority  short  of  the  President  had  cog¬ 
nizance  over  the  entire  conflict.  Therefore,  the  Presi¬ 
dent  had  to  get  into  all  sorts  of  details.  And  he  had 
many  pressures  brought  to  bear  on  him — numerous 
factors  to  consider:  international  opinion,  domestic 
opinion,  as  well  as  the  military  situation.  The  war  has 
been  more  than  military.  I’m  not  unaware  of  the  many 
complex  factors  that  had  to  be  considered.” 

Psychological  warfare  is  in  some  respects  as  im¬ 
portant  as  military  operations.  The  newspapers,  radio 
and  television  are  filled  with  pronouncements  from  per¬ 
sons,  inside  and  outside  of  Congress,  who  have  publicly 
denounced  the  foreign  policy  of  their  Government  in 
the  middle  of  a  war. 

In  Hanoi,  everything  said  in  this  country  is  studied 
carefully  day  by  day.  The  Red  Chinese  and  the  Soviets 


also  note  that  the  United  States  seems  to  be  wavering 
and  apparently  is  unwilling  to  pursue  the  war  to  a 
military  decision. 

When  President  Johnson  acceded  to  the  wishes  of  the 
“anti-war”  elements  and  announced  that  he  would  halt 
the  bombing  of  North  Vietnam  in  the  hope  of  initiating 
peace  negotiations,  the  enemy  was  sure  that  the  critics 
of  the  Vietnam  war  within  the  United  States  were 
making  headway.  Hanoi  concluded  that  it  was  just  a 
question  of  time  before  America  would  have  to  acknowl¬ 
edge  a  humiliating  defeat  and  withdraw  from  Asia. 

For  more  than  a  year  now  the  United  States  has 
made  every  effort  to  get  a  constructive  peace  settle¬ 
ment.  But  North  Vietnam  has  refused  to  negotiate 
meaningfully.  Encouraged  no  doubt  by  both  Peking 
and  Moscow,  Hanoi  feels  that  it  needs  only  to  wait  a 
year  or  two  and  all  American  troops  will  be  with¬ 
drawn.  Then  the  Saigon  Government  could  be  ousted 
and  a  Communist-controlled  regime  would  take  over. 

Many  people  in  America  think  that  the  Vietnam  war 
is  a  remote  affair  and  that  the  United  States  “has  no 
business”  in  Asia.  This  is  an  erroneous  concept  because 
the  underlying  issues  can  make  the  difference  between 
world  war  and  world  peace. 

The  safety  of  nearly  every  country — in  Asia,  Europe 
and  Latin  America — is  at  stake  and  will  be  threatened 
if  Communism  achieves  a  victory  in  Vietnam. 

Speeches  and  statements  being  made  day  after 
day  in  the  United  States  decrying  American  policy  are 
giving  “aid  and  comfort”  to  the  Hanoi  Government  and 
are  prolonging  the  war. 

The  demonstrations  by  so-called  “peace”  groups  are 
helping  to  prolong  the  war. 

The  carping  criticisms  by  politicians  who  mistakenly 
think  they  are  currying  favor  with  the  public  are  also 
prolonging  the  war. 

The  war  could  be  ended  honorably  by  the  President 
if  he  were  given  the  wholehearted  support  of  the 
American  people. 

If  we  could  develop  right  now  a  united  America,  the 
fighting  in  Vietnam  would  be  promptly  terminated.  We 
could,  for  instance,  announce  the  date  of  a  cease-fire. 
If  it  were  not  respected,  we  would  be  able  to  retaliate 
immediately  with  maximum  military  power. 

When  the  enemy  becomes  convinced  that  the  United 
States  means  what  it  says  and  that  the  dissenters  in 
this  country  are  a  small  minority,  peace  will  come  soon 
in  Vietnam,  and  we  might  well  avoid  World  War  III. 

(Reprinted  from  issue  of  Nov.  17,  1969.) 
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Another  adventure  in  one  of  the  87  lands  where  Canadian  Club  is  "The  Best  In  The  House”®. 


“We  thought  we  were  in  a  peaceful  village  until  we  realized 
we  were  being  stalked  by  the  primitive  Mudmen  of  New  Guinea!’ 


1“Anna  and  I  always  wanted  to  visit  a  tribe  of  Mudmen  to  see 
one  of  their  Sing-Sing  ceremonies,”  George  Malynicz  tells  us. 
“Our  guide,  Peter  Barter,  refused  to  tell  us  exactly  what  the  ceremony 
entailed,  just  to  heighten  the  suspense  a  little.  But  we  got  more 
than  we  bargained  for.  We  followed  the  Asaro  River  into 


the  New  Guinea  interior  to  a  village  where  it  was  rumored 
there  might  be  a  Sing-Sing.  Sure  enough,  there  were  only 
women  and  children  in  the  huts.  Peter  said  the  men  must  be  in 
the  jungle  preparing  for  the  ceremony,  and  went  to  look  for 
them.  Anna  and  I  waited  near  the  village. 


2  “Suddenly  a  lone  warrior  appeared 
out  of  the  brush  and  moved  slowly 
toward  us.  My  first  reaction  was  to  grab 
Anna  and  run.  But  then  I  realized  that 
we  were  being  stalked  by  at  least  thirty 
warriors  from  all  sides.  They 
approached  us  silently,  carrying  spears, 
in  a  kind  of  menacing  slow-motion 
dance.  When  I  was  certain  we  were 
done  for,  I  spotted  Peter  taking 
pictures  of  the  whole  incredible  thing. 
The  Mudmen  are  highly  unpredictable, 
and  even  Peter  became  concerned. 


3  “Peter  shouted  to  the  Mudmen  to  stop 
stalking  us  and  joined  us  to  talk  with 
them  in  pidgin  English.  We  found  out  that 
the  stalking  Sing-Sing  ‘dance'  was  a 
re-enactment  of  a  legendary  tribal  battle 
which  their  ancestors  won  by  frightening 
off  their  enemies.  Looking  at  the  Mudmen 
we  could  understand  how. 


4  "Back  in  Goroka  our  hotel  terrace  was  a 
welcome  sight,  and  we  couldn’t  stop 
talking  about  our  adventure  with  the  Mudmen. 
Even  more  welcome  was  the  sight  of 
Canadian  Club.”  Smooth  as  the  wind.  Mellow 
as  sunshine.  Friendly  as  laughter.  It’s  the 
whisky  that’s  light  enough  for  women  yet 
bold  enough  for  men.  The  whisky  that’s 
"The  Best  In  The  House”®  in  87  lands. 
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White  Label 


Dewars 

Blended  Scotch  Whisky 

lOOI  SCOTCH  WHISKIES 
PRODUCT  OF  SCOTLAND 
BLENDtO  ANO  SOTTLEO  BY 


(John  Dewar  &  Sons  h-^ 


4/s  QUART  86.8“  PROOF 


DISTILLERS. 

Perth 

^  SCOTLAND. 


OiSTILCeO.  SLeNDCD  SOTTLCO  *N  SCOTL-^NO 

bLOWM  CCWXO  *  SOWS  LTD. 


What  we  put  in  this  bottle 

They  say  there  are  more  than  a 
thousand  ways  to  blend  whiskies  in 
Scotland,  but  few  are  authentic 
enough  for  Dewar’s  “White  Label.” 
Dewar’s  has  only  the  finest  of 
whiskies  from  the  Highlands, 
from  the  Lowlands,  from  the 
Hebrides.  Each  one  is  chosen  for 
its  own  special  purpose,  and  is  then 
rested  in  its  own  snug  vat.  Finally, 
one  by  one,  they’re  brought  together 
by  the  hand  of  the  master  blender 
of  Perth.  His  skill  makes  sure 
that  Dewar’s  never  varies. 
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Dewar  never 
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